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NATIONAL ECONOMIC PLANNING 


, EFIMOV: 


Kommunist, 1961, No. 4 


ressing Tasks of Improving National Economic Planning 


Recently our country marked the 40th anniversary 
Lenin’s decree on the establishment of the State 
mmission for General Planning which initiated the 
ganization of a unified system of planning the na- 
nal economy of the USSR. Socialism, wrote V. I. 
nin, is the planned organization of the social pro- 
ction process for the purpose of ensuring the well- 
ing and all-round development of all members of 
ciety. In his writings Lenin outlined the basic 
ethodological propositions for planning the national 
onomy. These are, first of all: the principle of 
‘mocratic centralism; a deliberately maintained 
oportionality; priority for the growth in production 
the means of production; the indissoluble connec- 
yn between current and long-term planning; the 
mbination of branch and regional planning ina 
ngle economic plan. 

Consistently implementing Lenin’s ideas in the 

1d of planning, the Communist Party is steadily 
proving the methods and organization of planning, 
inging them in line with the level achieved by the 
Oductive forces, with the development of science 
d technology, and the new political and economic 
sks. The further elaboration of the methodologi- 

1 questions of planning assumes special signifi-. 
nce today. By means of improved planning our 

sk is to raise the effectiveness of capital invest- 
ants, to utilize fixed and working capital more ra- 
nally, to make better use of such economic levers 
‘cost accounting, profitability, price, profit and 
ancial control. 

One of Lenin’s most important demands is that the 
tional economy be planned on a strictly scientific 
sis, that a comprehensive assessment of the 
essing requirements of scientific and technical 
ogress be made, and that its concrete direction be 
termined correctly. Only the observance of these 
nditions can put an end to the elements of volun- 
ism in planning work and improve the quality of 
inning. 

Guided by the instructions of the July (1960) 

enum of the CPSU Central Committee the Econom- 
esearch Institute of the USSR State Economic 

ir cil, in cooperation with the staffs of planning 


bodies, scientific establishments, economic coun- 
cils and enterprises, has prepared proposals which 
will help to improve the indices of the state plan, 
increase the material incentives of the enterprises 
and economic councils in achieving the most effec- 
tive utilization of fixed and working capital, in- 
creasing the output of the necessary variety ofhigh 
quality commodities, increasing labor productivity 
and lowering production costs,as wellas improving 
the planning of the complex economic development 
of their respective districts. 

In this article we shall examine only a few of the 
questions of raising the scientific level of long- 
term planning, the continuity of planning, and the 
improvement of the indices of the state plans and 
their economic substantiation. These questions 
will be discussed in March of this year at a scien- 
tific conference in Moscow of personnel of planning 
organs, economic councils, enterprises and scien- 
tific institutions. The materials of the conference 
will be published in the journal Planovoe Khozia- 
istvo. 


Some Methodological Peculiarities of Elaborating 
Problems of General Long-Term Development 


The elaboration of a general plan for the develop- 
ment of the USSR national economy has confronted 
economic science with a number of new important 
theoretical problems. In accordance with the in- 
structions of the 21st Congress of the CPSU the 
general plan must determine the ways and means of 
solving three major interrelated tasks: the main 
economic task, the building of the material and tech - 
nical base of a communist society, and the achieve- 
ment in the USSR of the highest living standard in 
the world. 

The most important thing in fulfilling the main 
economic task of the USSR is to ensure the most 
effective ways and means of developing the Soviet 
economy, to gain as much time as possible in the 
economic competition with capitalism. In this con- 
nection it is important to have a system of natural 
and value indices which would correctly reflect the 
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progress achieved in the fulfillment of the main eco- 
nomic task of the USSR. In the process of economic 
competition it is by no means necessary to reproduce 
the economic structure of the developed capitalist 
countries. We are creating a more rational econom- 
ic structure, one which corresponds to the aims of 
building the material and technical base of commu- 
nism and which takes account of the natural condi- 
tions of our country. 

The implementation of the main economic task of 
the USSR is not an end in itself, crowning the eco- 
nomic development of our country. As N. S. Khrush- 
chev aptly put it: “For us this is not the last stop, 
but only a whistle-stop station where we can catch 
up with the most developed capitalist country, leaving 
it at this whistle stop, while moving ahead our- 
selves.” Communism, in comparison with capitalism, 
means a higher labor productivity based on higher 
indices in the development of the electrification of 
the national economy, and the extensive introduction 
of automation and chemistry in production. 

The practical solution of the tasks connected with 
the building of the material and technical base of 
communism requires fundamentally new methods of 
long-term planning. Formerly, when the country’s 
resources were extremely limited, the planning or- 
gans were forced to carefully concentrate and direct 
the main forces so as to develop the key branches 
and sections of the national economy. In those con- 
ditions this was the only correct and expedient ap- 
proach to the elaboration of plans. Today, when the 
productive forces of Soviet society have grown im- 
measurably, the development of material production 
should be directed in such a way as to ensure the 
optimum combination of all branches of the national 
economy in a single complex, to ensure in the best 
possible way the all-round satisfaction of the mate- 
rial and spiritual requirements of the people. 

That is why the method of scientifically deter - 
mining the quantities and structures of ultimate so- 
cial requirements assumes particularly great impor- 
tance. We have in mind the method of scientifically 
determining the quantities of the social product 
which are subdivided into the consumption fund and 
capital investments. Each of these elements is di- 
vided into separate commodity groups determining 
the material and commodity structure of social re- 
Batre Hienth ato ees Rik to og oe 

The importance of this was stressed by Marx who 
said that “social requirements, i.e., the use value 
on a social scale, determines the share of total 
working time which falls to the various specific 
ee of production” (Capital, Vol. IM, 1955, p. 
648). 

In determining the value and structure of the so- 
cial product in the general plan, it is necessary to 
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substantiate scientifically the requirements of mai 
in a communist society, disregarding whims and 
demands for luxuries and taking into consideration 
the healthy requirements of a cultured person. 

Our science has elaborated methods of deter- 
mining the requirements of the population for the 
main items of material goods. Large-scale work: 
has been carried out in preparing scientific norms 
of nutrition. The consumption norms for textiles,, 
clothing and footwear are not yet sufficiently sub-. 
stantiated, but even the existing ones make it poss 
ble to determine the scale of growth of production: 
Questions of the economic evaluation of different 
variants of the structure of consumption are not yj 
sufficiently elaborated (for example, in relation- 
ships between certain interchangeable food prod- 
ucts, natural and synthetic fabrics, gas and electr: 
energy). 

The prospects of the growth of consumption of 
individual goods and services are inseparably linke 
with the forms of this consumption. The transitio: 
to the communist principle of distribution accordi: 
to needs will evidently be carried out primarily 
through increased consumption out of the public 
funds. The public consumption funds already run 
into scores of billions of rubles. That is why it is 
so important to continue the elaboration of prob- 
lems of the social forms of consumption, giving sr 
cial attention to the economic significance of their 
development (for example, the system of public 
catering, the renting of automobiles, etc.). Theca 
culation of a rational budget for the population als: 
plays an important role in determining the level o 
consumption of material and spiritual values. Thi 
budget should provide all the conditions necessary 
for the harmonious physical and spiritual develop- 
ment of man, and the most effective utilization of 
the material and labor resources of society. In tk 
long run the elaboration of methodological prob- 
lems of the general plan must be aimed at ensurir 
for the Soviet people the highest living standard ir 
the world. 

The specific features of working out the econon 
ic problems of the general prospects of develop- 
ment are also conditioned by the length of the peri 
embraced by the plan. It is no easy task to deter- 
mine the main indices of the country’s economicd 
velopment over a period of 15 to 20 years, the 
characteristic features of the technical level of pr 
duction and the organizational forms of social lab 
In working out a five-year plan one can proceed 
from the draft projects which will become a reali 
in 3 to 5 years time. But it is quite another thing 
to work out a plan for a period of 15 to 20 years. 

First of all it is necessary to provide a scienti: 
substantiation for the rate of growth of the social 
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‘oduct and the national income, the most important 
itios of material production, and the rate of growth 
social consumption. The question of the rate of 
-Onomic growth occupies a central place in the gen- 
‘al plan. For besides calculating the data on the 
erage rates of growth, it is also necessary to dif- 
rentiate these according to the various spheres of 
aterial production and stages of development, for 
cample, for five-year periods or, for the immediate 
ture, On an annual basis. 

How do we understand the concrete method of de- 
rmining the basic indices of the country’s econom- 
development in the general perspective? We see 
as a combination of the methods adopted in plan- 
ng work of calculating according to progressive 
rms and over-all calculations of a general eco- 
ymic character. For example, in calculating the 
ite of economic growth we take into account the rate 
growth of labor productivity, the total amount of 
orking time at the disposal of society, the possible 
crease of accumulated resources, the ensuring of 
eir most effective utilization and other interrela- 
onships. 

The methods of drawing up a general plan for the 
svelopment of the USSR national economy for a pe- 
od of 20 years have nothing in common with the 
urgeois forecasts which are based on a mechani- 
il application of past tendencies to the future. We 
in hardly be surprised that these forecasts never 
yme true. Business Week, an influential American 
agazine, wrote in this connection: ‘*... The only 
ing that can be said about any long-term forecasts 
“economic development is that they are never justi- 
ed.” 


The Principle of Continuity in Planning 


The main propositions on continuity in planning 
2re outlined in Comrade N. S. Khrushchev’s re- 
rt at the USSR Supreme Soviet’s session in 1957 
id in the decision of the CPSU Central Committee 
id the USSR Council of Ministers of December 26, 
60. N.S. Khrushchev said in his report: “We 
ust organize our planning in such a way as to know 
ready in the current year the main outlines of the 
an for the next year, and in the current five-year 
an the main outlines of the next five-year plan, or 
least of its first years.” 

The process of material production is continuous, 
1ereas the existing system of elaborating annual 
d even five-year plans, as it were, artifically 
eaks up this process. At the end of each year and 
the end of the five-year plan period we do not, as 
rule, have a detailed plan of work for the future. 
mtinuity in planning is necessary if we are to 
dertake the timely construction of large projects 
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with a long-term cycle of construction work, to en- 
sure the continuity of the plans for adjacent peri- 
ods, to ensure the timely technical preparation of 
enterprises for the production of new commodities, 
and to be able to organize the normal delivery of 
material and technical supplies. 

Continuity in planning is necessary to permit the 
introduction of amendments to the long-term plans. 
It is common knowledge that in the process of its 
implementation any long-term plan becomes “out- 
dated.” This is a direct result of the new require- 
ments of society, as well as the result of major 
technical achievements, the discovery of new de- 
posits of raw materials and a number of other fac- 
tors. For example, if the Fifth Five-Year Plan 
envisaged a 70% increase in industrial production 
between 1950 and 1955, the annual plan for 1955 al- 
ready implied an 80% increase and the actual in- 
crease was 85%. 

Transition to continuous planning will raise the 
organizing role of the plan in the development ofthe 
national economy, will contribute to the discovery 
and mobilization of new reserves and to anincrease 
in the economic effectiveness of social production. 
The basic advantage of continuous planning lies in 
the fact that it ensures a closer and constant com- 
bination of current and long-term planning. 

The general plan of national economic develop- 
ment will form the basis of the entire system of 
planning. This plan will be made of five-year plans 
which represent consecutive stages in implementing 
the program of the comprehensive building of com- 
munism in our country. 

Proceeding from the general plan, in the second 
half of each five-year period the next five-year plan 
will be drawn up — beginning with the enterprises 
and economic councils and going right up to the na- 
tional economic plan for the country as a whole, 
which is elaborated by the central planning organs. 
This plan will be approved by the respective organs 
not later than one year before the beginning of the 
next five-year plan. The five-year plan is the main 
planning document drawn up with annual subdivi- 
sions. Such five-year plans will enable us to ensure 
the strict continuity of the annual plans and to shift 
in the future from the annual elaboration of plans 
to a system of annually amending the targets en- 
visaged by the five-year plan. In our opinion, in 
separate sections of the plan it is already possible 
to abandon the system of drawing up annual plans 
and to confine ourselves to the introduction of the 
necessary corrections. 

The amendment of the annual targets (or the 
elaboration of annual plans) is carried out by the 
planning organs at all levels two years in advance 
in all the indices. This ensures the continuity of 
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two contiguous current plans, the timely revisionand 
specification of the five-year plan and the utmost 
stability of the targets of the plan. In the middle of 
each year the central planning organs, in accordance 
with the progress of the plan and the new require- 
ments of the national economy, inform the State 
Planning Committees of the Union Republics about 
the necessary changes which should be provided for 
in the following two years. The latter pass this in- 
formation on to the economic councils and the re- 
gional and local planning organs. And they, in turn, 
send this information on to the enterprises. The 
enterprises, taking the new possibilities which have 
been uncovered into account, prepare their propos- 
als on suitable changes in the five-year plan for the 
next two years. The annual plan and the target fig- 
ures for the next year, drawn up inaccordance with 
the necessary amendments, are examined and ap- 
proved in conformity with the established procedure. 

The planning organs of the USSR and the Union Re- 
publics take the proposals of the economic councils 
into consideration and annually elaborate the most 
important indices for production and capital con- 
struction for the year following the current five-year 
period, i.e., each time for five years in advance. In 
this way we permanently retain a five-year perspec- 
tive and ensure the correct proportions in the de- 
velopment of the economy of the USSR and the Union 
Republics. 

The organs responsible for long-term planning 
systematically draw up proposals for the develop- 
ment of individual branches of the national economy. 
These proposals are implemented during the elabo- 
ration and specification of the current and long-term 
plans. In this way long-term planning will be carried 
on continuously, instead of the former practice 
of timing it in the last month of the year or the last 
year of the five-year plan. 

The five-year plans, as state documents whichare 
examined and approved by the supreme organs ofthe 
state, formulate the main economic and political 
tasks of the economic and cultural development of 
the USSR. The five-year plans can combine best of 
all the aims and tasks of the general, long-term plan 
with the current annual plans. It is important to re- 
tain the five-year plans because they have a tremen- 
dous mobilizing significance and serve as a program 
of action for the entire people. 

Such is the newly envisaged order of planning. 
During the transition to this sytem it is important to 
ensure the unity of the whole system of indices, both 
in the current and long-term plans. At the same 
time the current plan must include more detailed in- 
dices in the nomenclature of produced goods and in 
the material and technical supplies. 

Special consideration should be given to the 
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question of indices for production and capital con: 
struction, which should be elaborated annually whi 
the plans are being amended five years in advance: 
We hold that the scope of these indices must be cc 
siderably narrower than the scope of indices for 
the five-year plan and should define only the basil 
inter-branch ratios. It would be advisable to in- 
clude in the scope of these indices for each brane 
the most important items of production (5 to 10 
items), the volume of capital investments, the con 
missioning of production capacities, as well as 
some important indices of scientific and technica) 
progress. 

The organizational forms of elaborating long- 
term plans also need improvement. According to 
the existing practice long-term plans are drawn 
mainly by the planning organs of the USSR and the 
Union Republics, as well as by separate ministrie 
and departments. But the continuity and effective 
ness of long-term planning can be improved if it : 
carried out by each enterprise. 

The continuity of planning can be ensured only : 
there will be an orderly system of examining and’ 
approving the five-year plans of the enterprises 
and the annual amendments to the five-year plan 
targets or the annual plans. At the same time it. 
necessary to resolutely put an end to the practice 
of repeatedly revising the plans in the course of 
the year, to stop the amendment of the monthly 
operational tasks of enterprises and to limit shar 
ly the possibility of changing the quarterly plans. 
With this aim in view it is important to strengthe: 
the role of operational reserves in the distributia 
of material resources and capital investments so: 
as to ensure that the additional demands for raw 
and other materials, fuel and equipment, which m: 
arise in the course of the implementation of the 
plan, be covered mainly by reserves without nece 
Sitating a change in the plans. 


On Raising the Incentives of Enterprises in 
Fulfilling the Plan 
Our industry has great possibilities for im- 
proving the economic results of its work. Howev 
these possibilities are not yet utilized to the full. 
One of the reasons for this situation can be seen 
the shortcomings of the system of indices applyi 
to the operations of industrial enterprises. The 
indices of the plan, just as the system of materia 
and moral incentives, are called upon to stimu at 
the discovery and utilization of production re- _ 
serves, and to actively influence the continuous d 
velopment and improvement of production. How 
ever certain indices do not reflect with sufficient 
accuracy the economic results of the work of an 
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iterprise, the degree of effectiveness in the utiliza- 
on of fixed and working capital, the introduction of 
sw technology and advanced forms of the organiza- 
on of production. Many of the natural indices do 

»t provide sufficient incentives for the enterprises 
) produce more economical and high quality types 
goods. For example, the planning of certain 

pes of machine-building output in terms of weight 
eS not stimulate the manufacture of compact and 
ighly productive machines. This is also true of the 
coduction of new economical types of rolled steel 
\the metallurgical industry and the manufacture of 
igher quality commodities in the paper industry. 

At present labor productivity in industry is meas- 
red according to gross output (in constant prices of 
ie enterprises per employee). This method often 
istorts the results and does not stimulate to a suf- 
cient degree the struggle to raise the productivity 
‘labor. The main shortcomings of the labor pro- 
ictivity indices stem from the deficiency of the 
fOss Output index. 

The bonus system (depending on the indices of ex- 
snditure per ruble of marketable output) leads to a 
reference for “profitable,” high yielding types of 
itput; this does not promote the fulfillment of the 
ssortment plan. In most cases the need to master 
2w types of production places the enterprise ata 
isadvantage compared with the enterprises turning 
it old types of production. 

Shortcomings in the system of price formation 
sriously impede the planning of production and the 
rpganization of material incentives. We regret to 
wy that only insignificant use is made of this sys- 
m for increasing incentives in technical progress 
id for encouraging the output of more advanced and 
fective types of equipment, economical materials 
id high quality consumer goods. 

In working out proposals for improving the sys- 
m of indices, special attention was given to 
suring that this system would be in greater con- 
rmity with the new organizational forms of eco- 
ymic management and the principles of democratic 
mtralism. Only such principles can ensure the 
lity of centralized planning of the national economy 
id the development of local economic initiative, as 
211 as the production activity of broad sections of 
e working masses. 

In addition to the unified or so-called “common” 
dices of the national economic plan, it is also in- 
nded to use differentiated indices of the volume of 
‘oduction, labor productivity and costs of produc- 
yn so as to be able to take account of the peculiari- 
2s of each industry. It would be correct to regard 
e index of marketable output as the main index for 
th the total volume of industrial production and 
r the production of individual enterprises. In 
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long-term planning this index should be determined 
in constant prices, and in current planning in exist- 
ing prices. The gross output index, calculated ac- 
cording to the factory method, should only be 
retained in the annual reports and accounts. 

It has been proposed that the system of natural 
indices of the volume of production be improved. 
The indices of output in kind should correctly re- 
flect its consumer qualities. For example, instead 
of using the weight indices of the volume of produc- 
tion in the machine-building industry, it is advisa- 
ble to use indices characterizing the capacity of the 
manufactured machines and equipment. 

In certain plan indices, in addition to measuring 
the volume of output in terms of weight it is pro- 
posed to establish additional indices which would 
stimulate economies of materials and at the same 
time promote the improvement of quality. For 
example, we should calculate the volume of pipe 
production on the basis of their inner diameter, in 
addition to their weight and volume characteristics. 
In the production of certain types of paper (printing 
paper, newsprint, etc.) it is advisable to use a 
Square meter index in addition to a weight unit in- 
dex. The production of sole-rubber and stiff leather 
goods in light industry should also be planned ac- 
cording to the square meter index. 

In those branches where the conventional-natural 
indices do not reflect the real volume of production 
it is recommended that use be made of weight or 
other measures which would provide a more com- 
plete picture of the quality of the output. It is better 
to plan and calculate the volume of production of 
soap and various synthetic cleaners according to 
weight without conversion to other indices. 

The introduction of new commodities into pro- 
duction could be stimulated by such a generalized 
index as the percentage (share) of the new output 
in the total volume of production (in value terms). 

The relationship of output to all fixed production 
assets of an enterprise could serve as a gener- 
alized (synthetic) index of the utilization of fixed 
assets in the branches of industry: output per one 
thousand rubles of fixed assets (“asset yield”). The 
marketable production index of the enterprise 
should be used in calculating the volume of produc- 
tion, and the indices of fixed assets should be cal- 
culated by using the average annual value of produc- 
tion assets. The index of utilization of fixedassets 
will help to establish the main tendencies in the re- 
lationship between the volume of production and 
fixed assets. And this, in turn, will promote amore 
correct assessment of the volume of capital invest- 
ments required when the long-term plans are being 
drawn up. The index of the utilization of fixed 
assets can also be used for ensuring a more exact 
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evaluation of the effectiveness of capital investments. 


To make better use of the fixed production assets 
it ig recommended that the non-amortized value of 
the machines slated for replacement be charged to 
profits and losses of the enterprise, so as to create 
an incentive for the preservation of equipment. In 
exactly the same way it would be advisable to ac- 
cumulate the surplus amortization in a special ac- 
count, so as to create a fund for the modernization 
of equipment. After the termination of the planned 
period for assembling the equipment received by the 
enterprise for replenishment, the amortization 
should be charged to this fund and listed with pro- 
duction costs. 

Labor productivity at the enterprises can be 
measured more exactly by introducing branch in- 
dices, both natural and in value terms, charac- 
terizing the volume of production and the level of la- 
bor productivity in each branch. Within the limits of 
an economic administrative district (economic coun- 
cil and enterprise) the labor productivity indices 
contained in the plan should be calculated separately 
on the basis of the indices for determining the vol- 
ume of production accepted in each given branch, 
both in natural categories and in value terms. For 
example, in the coal industry — in conventional tons 
of coal; in mass production machine-building — in 
output in natural categories (expressed in conven- 
tional-natural units), etc. 

In planning costs of production and the reduction 
of production costs the following indices, differen- 
tiated for the various branches, are recommended: 

a) the cost of a unit of output — at enterprises of 
branches with a uniform output, for example, in the 
mining industry, at electric power stations, at mass 
production machine-building plants; 

b) a reduction in the cost of comparable marketa- 
ble output — at enterprises with a large but com- 
paratively stable nomenclature, above all in the 
light and food industries; 

c) expenditures per ruble of marketable output — 
at enterprises with a comparatively stable level of 
profitability of individual commodities. 

Since the plans of enterprises must determine the 
level of expenditures and the amount of accumula- 
tion, the production cost of the total volume of com- 
modity output can serve as a common index (co- 
ordinated with output targets expressed in kind) for 
the enterprises of all branches. 

It is important to organize the system of planning 
in such a way as to make the enterprises strive for 
higher quantitative and qualitative plan indices. In 
rewarding individual collectives and workers it is 
necessary to proceed from the combined interests 
of production, each worker individually and socialist 
society as a whole. However the existing systems 
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of material incentives do not solve this task fully. 
The struggle for higher indices should begin durin 
the process of drawing up the plan. 

There are various ways of providing an incentiv 
for an enterprise to uncover new reserves and to 
utilize them more fully during the period when the 
plan is still being elaborated. For example, highe 
material rewards can be provided for setting highs 
targets in the plan if they are fulfilled, than for th 
overfulfillment of plans. For this purpose a great 
share should be allocated to the enterprise fund 
from the planned increase in profit, and a smaller 
per cent from the above-plan profit. It is possibld 
to provide a greater incentive for an enterprise on 
economic council in mobilizing their reserves not 
only during the elaboration of the plan, but in the 
course of its realization as well. This can be done 
for example, through the introduction of a combins 
index representing one half of the product of multi 
plying the quantity of the planned increase (ex- 
pressed in per cent of the level of the previous 
year) by the actual increase in production (also in 
per cent of last year’s level). This index may be 
called the combined coefficient of the growth of 
production. It can also be applied to other quanti- 
tative and qualitative indices (labor productivity, 
the utilization of fixed assets, profitability, etc.). 

Of great importance for the system of economi 
incentives is the correct determination of econom 
ically rational criteria which give a right to mate. 
rial rewards for an enterprise and make the size 
this reward dependent on the results achieved. 
Practice shows that the incentive funds should be 
based on a system under which their main source 
of replenishment will consist of allocations derive 
from economies achieved through lowering the co: 
of production, as well as the actual accumulations 
of the given enterprise. This will ensure coordin: 
tion between the sources of replenishing the funds 
and the production indices achieved by the enter- 
prise. With the aim of promoting material incen- 
tives it has been proposed that the following funds 
be set up: the production fund of the enterprise 
used for developing and improving production; the 
material incentive fund of the enterprise designat 
for the purpose of improving the cultural and ser- 
vice facilities of the enterprise and for individual 
bonuses; a centralized fund of the economic coun- 
cil for developing new technology. ) 

At present, because of great disparities in the 
level of profitability, enterprises are placed in ur 
equal conditions in the matter of Setting up funds. 
This situation will be rectified to a considerable « 
gree after a revision of wholesale prices of mean 
of production. It will be liquidated completely wit 
the establishment of differentiated (for separate 
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nterprises) norms of allocations of accumulated 
unds to the incentive funds. These norms must take 
nto account the differences in the technical level of 
he enterprises and depend on the share of new out- 
ut. 

The total sum of bonuses must be controlled by 
he share of allocations to the premium fund from 
he planned and above-plan accumulations or from 
he sum economized on the costs of production, as 
jell as by limiting the maximum size of the bonuses 
eceived by individual workers. 

The implementation of these measures will make 
t possible to introduce new technology out of the 
conomized funds. This will raise the responsibility 
f the enterprises, relieve the economic councils 
rom unnecessary control over them and give the 
conomic councils the possibility of concentrating on 
he elaboration and implementation of measures of 
ational economic importance. 

Proposals aimed at raising economic incentives 
n industry call for additional study and verification. 
‘or this purpose it is advisable to conduct experi- 
nents in 2 or 3 economic councils with a simple 
conomic structure, but one embracing all the main 
ranches of industry. 


The Level of Economic Substantiation of the 
Plans Must be Raised 


The socialist system creates the possibility of 
onducting economic activity along rational, eco- 
omical lines. The utilization of these possibilities 
epends largely on the rational elaboration of plans, 
n their economic soundness. V. I. Lenin attached 
remendous significance to substantiating the effec- 
iveness of the adopted decisions in the plans. This 
Jea was vividly reflected in the GOELRO plan in 
hich the analysis of the prospects of economic de- 
elopment proceeded from the task of raising labor 
roductivity as the basis of the socialist transfor- 
zation of society. Lenin called on the planning or- 
ans to carefully select the most effective variants. 
“Thrift and justified economizing has nothing in 
ommon with miserliness, when tremendous possi- 
ilities for developing the economy are overlooked 
yr the sake of saving a paltry penny. 

A correct, scientifically substantiated evaluation 
f the effectiveness of the given expenditure is of 
remendous importance in this matter. Recently 
1ethods have been elaborated for determining the 
ffectiveness of capital investments, the economic 
ffectiveness of mechanization and automation of 
roduction, etc. This, however, does not give us 
rounds for regarding the problem of the economic 
ubstantiation of plans as being fully solved. More- 
ver, it would be correct to say that we are still on 


the threshold of a genuinely scientific elaboration 
of this important problem. 

The task consists of making a profound analysis 
of the actual processes of production, using for this 
purpose concrete mass data on the expenditure of 
labor and material resources for the production of 
a unit of output. This analysis must be based on 
data for the cost of production with due regard for 
capital investments per unit of output. 

The introduction of important changes in the prac- 
tice of the economic substantiation of plans for new 
technology has become an urgent necessity. At 
present the plans for scientific and technical pro- 
gress are, in actual fact, isolated from the econom- 
ic results of the work of enterprises. The dynam- 
ics of reducing the cost of output and the profita- 
bility of production are not coordinated in any way 
with the plan for introducing new technology and the 
growth of mechanization and automation of labor. 
This is a major shortcoming in our economic work. 
We must achieve an integral coordination of the in- 
dices of economy resulting from the introduction of 
new technology with, above all, the plan for re- 
ducing the cost of production. This is a “common” 
index which can be derived not only for an indi- 
vidual enterprise, but for a whole branch, an eco- 
nomic council and the national economy as a whole. 
This will enable the higher planning organs to 
assess the real significance of the introduction of 
new technology for reducing the cost of production 
on a national scale. 

The economic substantiation of the production 
and capital investment plans, including the design- 
ing of new enterprises, shops and sections, as well 
as the reconstruction of existing ones, must of 
necessity take into account the need for continuous- 
ly increasing the specialization of production. 

The effectiveness of the long-term plans of tech- 
nical development for individual enterprises should 
be substantiated by comparing them with the branch 
norms and standard design solutions. The range of 
questions involving the economic substantiation of 
the plan, which come under the competence of the 
higher planning organs, is now expanding considera- 
bly. An analysis of the structure of industrial and 
agricultural production, the relationships between 
different types of transport, as well as an analysis 
of inter-branch and inter-district ties, especially 
in industry, assume particular significance. 

With this aim in view, variants of the plan for 
different structures of production should be drawn 
up, variants which provide for the interchangeabil- 
ity of the separate types of output and for different 
methods of their production. Thus, different struc- 
tures may be proposed for the fuel industry (the 
share of coal, oil and gas), as well as variants of 
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methods for their production or extraction; for 
example, in the mining of coal (open-cut method, 
coal-pits, hydro-mining, etc.). A comparison of var- 
iants of the plan with a different structure will help 
to reveal the economic effectiveness of each ofthem. 
For example, as a result of progressive changes in 
the structure of our fuel industry the cost of a unit 
of conventional fuel will be reduced this year by 13% 
compared to 1958. 

The economic substantiation of the plans takes 
place at all levels of the planning system: enter- 
prises, economic councils, state planning commit- 
tees of the individual republics and, finally, the cen- 
tral planning organs. It goes without saying that the 
system of substantiation must have a common basis 
— technical and economic norms — at all these 
levels. 

It would be wrong to say that enterprises do not 
have norms for the expenditure of labor, raw mate- 
rials, semi-finished goods, energy, etc. On the con- 
trary, every enterprise has thousands ofsuchnorms, 
and large machine-building plants have tens of thou- 
sands. But usually these are current production 
norms which do not take sufficient account of scien- 
tific and technical progress. As a rule, the econom- 
ic councils do not have modern branch indices. This 
impedes analytical work and makes it impossible to 
judge to what extent the norms existing at individual 
enterprises are backward or advanced in relation to 
other enterprises of the same branch. 

The time has come to create a system of techni- 
cal and economic norms and indices for separate 
branches and types of production. For example, it 
is necessary to elaborate such indices as output per 
unit of value of fixed and working capital, labor re- 
quirements of standard articles, the utilization of 
materials per unit of output, etc. Such a system of 
technical and economic norms would become a re- 
liable criterion for the objective evaluation of the 
plans, both at the enterprises and in the economic 
councils. 

In addition to creating a system of norms it is 
also important to improve statistical information on 
ficial statistics do not yet provide an answer to very 
many questions connected with the analysis of the 
economic effectiveness of social production. Oneof 
the basic reasons why statistics lag behind the re- 
quirements of life lies in the fact that the systemof 
accounting does not correspond to the new require- 

- ments of the organization of national economic 
planning. ; 

It is also necessary to ensure accurate accounting 
in the branches of the national economy so as to 
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study structural changes and draw up plans for the 
development of specialization and cooperation. 
Within each branch commodities corresponding to 
its general type should be distinguished from other 
types of output. 

The time has come to introduce repeated accoun 
ing in industry as a whole, as well as in the sepa- 
rate branches. Accounting of the volume of the 
finished product should be organized as as to be 
able to evaluate the results of the work of the branc 
during the year without resorting to repeated ac- 
counting. We feel that the solution of this task can 
facilitate the drawing up of summary and planning 
inter-branch balance accounts of production and th 
distribution of output based on the widespread ap- 
plication of mathematical methods and electronic 
computers. In 1960 the USSR Central Statistical 
Administration carried out extensive work ondraw 
ing up such a balance for 1959 based on the experi. 
ence of a mass sample survey of industry and 
construction (about 11 thousand enterprises were 
surveyed). 

A summary inter-branch balance account will 
enable us to make a profound study of the links 
which have been formed between all branches of 
our national economy. There are grounds for sup: 
posing that this will be of great importance for the 
economic analysis of social costs of production ane 
for regulating price formation. The indices of thi’ 
balance will serve as a basis for planned inter- 
branch balances. The introduction of such balance 
‘into the practice of national economic planning is 
one of our most important tasks. 

The new important tasks confronting economic 
Science and the planning organs call for an im- 
provement in methods of calculation. This can be: 
facilitated by the application of mathematics and 
electronic computers. Marxism has always at- 
tached great importance to the utilization of mathe 
matical methods in science. Karl Marx pointed ow 
that science will only reach perfection when it sua 
ceeds in utilizing mathematics. However, the appt 
cation of mathematical methods in economic calew 
lations can have a positive effect only when it is 
based on a correct economic theory, on Marxism- 
Leninism. at 

Such are some of the current problems of the _ 
methodology of national economic planning. The 
working out of these problems can be successfull 
accomplished through the joint efforts of a nu 
of scientific institutions with the active partici 
tion of the practical workers of the planning orga 
economic councils and enterprises. 
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Methodological Problems of the Balance of the National Economy 


The planned balance of the national economy ofthe 
ISSR represents a system of interconnected syn- 
hetic indices of socialist expanded reproduction. 
teflecting the operation of socialism’s objective eco- 
Omic laws, it plays an important part in the solu- 
ion of practical problems of national economic plan- 
ing. The balance of the national economy is in- 
ended to characterize the rates, proportions and 
nterconnections in the national economy, the use of 
he social product for the replacement of the means 
f production, for consumption and accumulation. 
it the same time it serves as an important instru- 
aent for drafting the plan and checking on its fulfill- 
nent. 

Elements of a balance of the national economy 
jere embodied in economic plans immediately after 
he establishment of Soviet power. The very first 
urrent economic plans and the long-term GOELRO 
lan included balances of a number of elements of 
eproduction. Calculations of the national income, 
he structure of its final utilization, and also the in- 
omes of the population were introduced in planning 
eginning with the First Five-Year Plan. In 1939, 
he first layout of a planned balance of the national 
conomy was worked out and its systematic elabora- 
ion began. 

Planned balances of the national economy with a 
amified system of indices have become an organic 
art of annual and long-term plans in the postwar 
eriod. Beginning with the Fifth Five-Year Planthe 
tate Planning Committee of the USSR has been com- 
iling planned balances of the national economy not 
nly for a single year, but also for long-term peri- 
ds. 

The role of the planned balance of the national 
conomy as an important instrument of planning has 
een enhanced. At the same time the USSR Central 
tatistical Administration has greatly extended the 
cale of its work on the balance of the national econ- 
my for the preceding period. Extensive use is 
iade of calculations of the real incomes of workers, 
mployees and peasants, calculations of the balance 
f the money incomes, expenditures and purchasing 
nds, of the population for Union Republics, terri- 
ries and regions, material balances of means of 
roduction and consumer goods. The layout of the 
alance of the national economy for the preceding 


period has been improved. Formerly such syn- 
thetic indices as the social product and national in- 
come characterizing the process of expanded repro- 
duction in generalized form were planned and 
calculated only for the USSR as a whole. In recent 
years the work of calculating the indices of the so- 
cial product and national income has also been 
undertaken in the planning and statistical agencies 
of the Union Republics. 

But it would be wrong to say that balances of the 
national economy for the preceding and planned pe- 
riods have already taken their proper place in na- 
tional economic planning, and that all methodologi- 
cal problems pertaining to their compilation have 
been solved. Moreover, the rapid development of 
the socialist economy demands the constant im- 
provement of national economic planning, specifi- 
cally the methodology of compiling the balance of 
the national economy. Important tasks in the 
methodology of planning arise in view of the deci- 
sions of the July (1960) Plenary Meeting of the Cen- 
tral Committee of the CPSU which instructed the 
USSR State Economic Council, the USSR State Plan- 
ning Committee, the USSR Academy of Sciences and 
the USSR Central Statistical Administration todraw 
up and submit to the USSR Council of Ministers pro- 
posals for the perfection of the indices of the state 
plan and pointed to the need for the further im- 
provement of the planning system. 

Me 

One of the most important methodological prob- 
lems of socialist planning is the methodology of 
elaborating preliminary (provisional) balances of 
the national economy as the starting point for work- 
ing out long-term plans (especially those designed 
for very long periods). 

It is impossible to draw up a national economic 
plan without determining the rates, proportions and 
interconnections in the economy for the planned pe- 
riod. The concrete technical and economic propor- 
tions and relations within branches and between 
separate branches can be ascertained with suffi- 
cient precision by means of a system of material, 
labor and financial balances prepared when drawing 
up the plan. But to determine the major economic 
proportions of expanded reproduction (proportions 
between departments I and II of social production, 
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between industry and agriculture, consumption and 
accumulation, production and consumption, the re- 
placement fund and the national income, etc.), these 
balances are insufficient. Only a balance of the na- 
tional economy makes it possible to give quantitative 
expression to the major national economic propor- 
tions and the relations between particular social 
forms in the economy, between social classes in 
their dynamics, interconnections and interdepen- 
dence. Determination of the possible rates and main 
proportions of expanded reproduction and, conse- 
quently, the volume of resources and the nature of 
their distribution, are of primary importance in 
drawing up national economic plans. That is why the 
planned balance of the national economy must be pre- 
pared not only when the drafting of national econom- 
ic plans is being completed in order to dovetail its 
separate parts, but when work begins on annual and 
long-term plans. The elaboration of preliminary 
balances assumes particularly great importance un- 
der conditions of continuous planning. 

The experience accumulated in drawing up bal- 
ances for preceding and planned periods makes it 
possible to work out preliminary (provisional) bal- 
ances of the social product and, on this basis, to 
determine approximately the principal indices of so- 
cialist expanded reproduction for the period ahead. 
A preliminary balance of the social product is drawn 
up proceeding from the indices of the balances of the 
social product for the preceding period, an analysis 
of the proportions and interconnections which ac- 
tually existed in previous periods, and an accounting 
of reserves and potentialities (above all, those con- 
nected with technical progress, increasing produc- 
tivity of social labor and more rational distribution 
of labor resources). 

Three principal methods of preparing a prelimi- 
nary balance are now used in practice, methods 
which mutually supplement and control one another. 

The first method is connected with the calculation 
of the objectively possible volume of productive ac- 
cumulation and the ratio of capital to output. In de- 
termining the indices for the future period, planning 
agencies proceed from a stable rate of productive 
accumulation as a first approximation. 

The rates of growth of social production depend 
not only on the volume of productive accumulation, 
but also on its utilization, something which is af- 
fected by diverse factors. Each of these, under cer- 
tain conditions, may lower or raise the effective- 
ness of accumulation. Among the most important of 
these factors are: : 

1. Changes in the branch structure of industrial 
production. In different groups of industries the 
ratio of fixed productive capital to gross output is 
different. Thus, in 1957 this ratio was 0.90 in 
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industries producing means of production and only 
0.18 in industries manufacturing consumer goods. 
The ratio of capital to output is particularly high in 
the fuel and power industry (in 1956 it was 2.26), in 
the iron and steel, non-ferrous metals and chemi- 
cal industries. The priority development of heavy | 
industry, specifically the accelerated development 
of the electric power, oil and gas industries, the 
production of iron and steel, non-ferrous metals, 
ore mining, and the output of the chemical industry; 
are objective factors making for an increase to 
reckon with the contradictory nature of the tenden- 
cies in the changing branch structure. The ratio 
of capital to output should continue to rise as long 
as the branch structure is changing. With the com! 
pletion of this process and the rapid development o 
such branches as organic synthetic chemistry, the | 
production of light metals and semi-conductors, 
radio-electronics, etc., the ratio of capital to out- 
put should decline appreciably. Moreover, the rise 
in the ratio of capital to output is compensated by ¢ 
saving on current outlays and a rise in the produc-- 
tivity of social labor in the entire national economy 

2. The implementation of a large-scale program 
of investment in new, economically undeveloped 
areas, which inevitably leads to a temporary rise 
in the ratio of capital to output. But the tapping of 
the very rich natural resources of the Eastern area 
should ensure a considerbble rise in the effective- 
ness of investments in the future. 

3. Completion of mechanization of labor-consu- 
ming processes in all branches of the national ecor 
omy. The effectiveness of investment involving the 
initial introduction of mechanized processes is 
manifested not in greater output, but in a reduction 
of the number of workers engaged in production an 
a cut in production costs. But as experience shows 
the completion of mechanization, the shift from paz 
tial to complete and integrated automation of pro- 
duction, should lead to a substantial rise in the 
effectiveness of investment. 

The factors which directly promote the higher ei 
fectiveness of investment are technical progress i 
all its forms, expansion of production through the 
reconstruction and re-equipment of existing enter- 
prises, better use of fixed and circulating capital 
on the basis of technical progress, and stimulation 
of the initiative of the working people. An improve 
ment in the structure of capital construction in in- 
dustry is of great importance, namely, an increase 
in the share of equipment and a reduction in the _ 
share of building work. % 

All these factors operate Simultaneously but the 
results of their interaction vary at different stages 
of economic development. The proper determina- 
tion of changes in the ratio of capital to output isa 
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ntricate and difficult task, but an absolutely exact 
nd full account of all changes is not required in the 
reliminary balance. This is a task at the subse- 
uent stage. 

The second method of elaborating the preliminary 
alance is closely bound up with the first; it pro- 
eeds from calculations of the balance of labor re- 
ources for the planned period and the objectively 
ossible growth of labor productivity. On the basis 
f demographic data the total population and the num- 
er Of persons of working age is determined. Then 
he possible labor resources are calculated, as well 
S the manpower that could be drawn into production, 
ocial, cultural and other services and administra- 
ion. In determining the possible labor resources, 
he number of employed juveniles and persons above 
yorking age should be added to the number of able- 
died persons of working age, while servicemen, 
ersons doing household work, persons who study 
ull time and non-working invalids should be de- 
lucted. 

In distributing the persons employed in the na- 
ional economy between the productive and non- 
roductive spheres, account should be taken of the 
eed for the increasingly fuller satisfaction of the 
piritual, cultural and daily requirements of the peo- 
le, as well as the rise in the productivity of social 
abor, a factor which makes it possible to increase 
he share of workers engaged in the non-productive 
phere. By ascertaining the scale of the increase 
n the number of persons engaged in material pro- 
uction, and the objectively possible rates of growth 
f labor productivity, plans for increasing the vol- 
me of the social product and national income can 
e worked out. 

The third method is based on the determination 
f the consumption fund and the balance relations 
etween departments I and II of social production. 
*he consumption fund is calculated on the basis of 
he consumption budget of the population for the 
receding years. A planned (rational) consumption 
udget of the population is drawn up on the basis of 
n analysis of budgets of families and single per- 
ons, as well as the utilization of scientific and ra- 
ional norms of consumption of primary food and 
on-food items, standards for the provision of hous- 
ag, social, cultural and other services. This budg- 
t makes it possible to establish the major part of 
1e consumption fund. Calculation of the consump- 
ion fund and the required accumulation of consumer 
oods enables us to establish the volume of output 
f department II. Then, by analyzing the summary 
alance of the national economy for the preceding 
ears and determining the coefficients of relation- 
hips between departments I and II, the entire vol- 
me of the social product is established. 


These methods of calculating the preliminary 
balance of national economy are employed simul- 
taneously. The experience of planning calculations 
Shows that they yield figures of one general order. 
A combination of these three methods in planning 
ensures a more or less satisfactory solution of the 
problem of fixing the scale of accumulation and 
consumption for the planned period. 

The establishment of general proportions in the 
long-term plan enables planning agencies to work 
out a system of more specific balances — material, 
financial and labor. 

In 1956 the first preliminary balance of the na- 
tional economy for 1957 was prepared. In 1957- 
1958 such a balance was compiled for the period 
1959-1965. Work on a provisional balance of the 
national economy for a 20-year period is now under 
way. 

Mathematical methods and the achievements of 
computer techniques are destined to play an impor- 
tant part in national economic planning, specifically 
in the elaboration of the balance of the national econ- 
omy. 

The task of further developing and improving the 
methodology of the balance of the national economy 
consists of finding ways of dovetailing such syn- 
thetic indices as accumulation and consumption with 
inter-branch relationships involving the production 
and consumption of output in the national economy. 
The application of modern mathematical methods, 
and specifically matrix theory, linear programming, 
etc., and the utilizationof electronic computers 
should ensure a basic solution of the problem of 
presenting in a concrete and detailed way the inter- 
branch proportions and connections reflected in the 
balance of the national economy. A deeper and 
more thorough study of the interconnections among 
branches and sectors, an exact determination not 
only of direct but also of total outlays on the manu- 
facture of the product in individual branches ‘is dic- 
tated by the requirements of planning in present- 
day conditions. In this connection mention should 
be made of the great importance of the work done 
by the USSR Central Statistical Administration in 
preparing an inter-branch balance of the production 
and utilization of the output of the Soviet Union’s 
national economy in 1959. It provides a basis for 
the elaboration of such balances for the planned pe- 
riod. 

So far this work is of the nature of purely method- 
ological experiments. The development of mathe- 
matical methods of analyzing inter-branch connec- 
tions, methods which are adapted to the needs of 
planning and take account of existing technical and 
economic indices, will extend the possibilities of 
utilizing the above balance for the correct 
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determination of proportions between the output of 
various products. But in applying mathematical 
methods for determining national economic propor- 
tions, one should bear in mind that the system of 
linear equations, however perfect it may be, cannot 
replace creative national economic planning. This 
system of equations must not be regarded as an end 
in itself. In the final analysis it is subordinated to 
the task of finding possibilities for the maintenance 
of high rates of socialist expanded reproduction, 
achieving optimal combinations of accumulation and 
consumption, and the solution of social tasks under 
particular historical conditions, given the level of 
development of the productive forces and socialist 
production relations. 

The finding of the national economic optimum in 


the plan and the balance of the national economy now 


rests on the preparation of a small number of vari- 
ants of the plan. If an increase in capital invest- 
ment in the national economy is accompanied by a 
substantial growth of trade, fuller coverage of de- 
mand by the supply of consumer goods, etc., this 
furnishes grounds for regarding the relations be- 
tween accumulation and consumption, productive and 
non-productive accumulation, etc., as optimal under 
these conditions. 

The use of improved mathematical methods could 


be of value not only in determining inter-branchties, 


but also in finding the national economic optimum 
(the highest possible rates, the optimal relation de- 


tween accumulation and consumption, between depart- 


ments I and II, etc.), in solving urgent social tasks 
of the given historical period. But the use of these 
methods can be fruitful only if it rests on the theory 
of socialist reproduction, on knowledge of the eco- 
nomic laws governing the development of socialist 
society. Thus, an improvement in methodology and 
methods is of primary significance for the develop- 
ment of national economic planning. 
ORR 

The proper determination of indices occupies an 
important place among the methodological problems 
of the balance of the national economy. The scale, 
level and rates of production of the aggregate so- 
cial product under socialism can be measured and 
determined only in money terms. That is why the 
problem of prices and planned price formation is of 


_ tremendous importance in preparing a balance of the 


national economy. 

The expression of the social product in terms of 
prices makes it possible, above all, to reveal the 
dynamics of the volume of output of the social prod- 
uct, to determine the rates of growth of social pro- 


_ duction, the changes in proportions between branches 


of production, between departments I and II, between 
social sectors, and also the proportions in the 
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distribution and utilization of the consumption fund 
and the accumulation fund. For this purpose the 
product must be calculated in constant prices of 
some period taken as a base. But the use of con- 
stant prices of a single period makes it difficult, 
and more often simply impossible, to ensure the 
dovetailing of production, distribution and utiliza- 
tion of the product. This makes it necessary to 
evaluate the product in the existing sales prices a 
which it enters the national economic turnover, is 
consumed and accumulated, that is, in prices onth 
basis of which the real processes of reproduction 
are effected in each given period of time. Hence 
the great importance of calculating all indices of 
the balance in current sales prices, which ensures 
the mutual coordination of the indices of output of 
the product with indices of the formation and 
utilization of incomes, the volume of output and 
costs of production, the incomes of the population: 
and trade turnover, the incomes of enterprises an 
the budget, etc. 

The existing system of price formation, as we 
know, presupposes the realization of a substantial 
part of the value of the surplus product created im 
branches of heavy industry, construction and agri. 
culture through the prices of consumer goods. 
That is why the monetary expression of the value: 
of the social product in the existing system of 
prices makes for some inaccuracies in determing 
the branch and social structure of production of tk 
social product and national income. In our opinio: 
these inaccuracies can be eliminated if the valueo 
goods (with certain necessary deviations) is taken 
as the basis of price formation inthe USSR. This 
is the only possible way of determining the corre 
labor proportions and relations in the balance of 
the national economy of the USSR, because any © 
price deviates and cannot help but deviate from 
value, and it contains within it elements of distril 
tion and redistribution. 

Because of substantial deviations of prices from 
value, the task of achieving a fuller and more cor 
rect determination of the value of the social prod! 
uct as a whole and of its separate parts in the _ 
balance of the national economy must be solved wi 
the help of a system of economic calculations. __ 

Planning and statistical agencies of the Soviet 
Union have first of all undertaken the exploration 
of methods of determining the magnitude of the - 
newly created value in each branch of productior 
that is, the calculation of the national income an 
cording to the place of its creation (and not ac-_ 
cording to the place of its realization, as is th 
case under the existing system of price formatio: 
Calculations of the national income according 
place of its creation have been made for a nu 
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f years (since 1953) by the Central Statistical Ad- 
linistration and the State Planning Committee of 

1e¢ USSR. But the solution of the problem of re- 
aluing the entire social product (including material 
utlays) in terms of value is in the experimental 
tage this far. Of definite interest in this respect 
re the calculations made to revalue the social prod- 
ct of the USSR (with adjustment of existing prices 
y branches of the economy) in the balances of the 
ational economy of the USSR for 1956, 1958 and 
959, calculations which also included a revaluation 
f material outlays. These calculations were based 
n the following principles: a) the surplus product 
fas distributed in proportion to the necessary prod- 
ct; b) the magnitude of the necessary product in 
epartments I and II and the volume of output of de- 
artment II going for the personal consumption of 

1e population were preserved unchanged in money 
orms. 

Naturally, all these calculations are merely the 
irst step. They must be improved, particularly by 
sing mathematical methods. 

2K 

The third group of methodological problems of 
ne planned balance pertains to the indices and lay- 
ut of the balance. 

The elaboration of the layouts for the balance of 
1e national economy of the USSR for the preceding 
nd planned periods is based on the Marxist- 
eninist theory of reproduction. These balances of 
1e national economy reflect the concrete process of 
ocialist reproduction in certain specific periods. 
the significance of these balances is not confined to 
haracterizing the proportions between departments 
and II of social production. It is also of great im- 
ortance to characterize the branch structure of 
1e national economy, the proportions and relation- 
hips between industry and agriculture, production 
nd circulation, current production and capital con- 
truction, and between individual economic areas of 
1e country. The balance of the national economy of 


ictive and non-productive spheres in the process 
‘distribution and utilization ofthe national income, 
ie formation of primary and derivative incomes, 

1e increase in both productive and non-productive 
ssets, the formation of and changes in reserves, 
itlays for defense, etc. 

It is perfectly clear that without a full accounting 
all the factors of production (in particular, with- 
it deter mining the magnitude of fixed productive 
ssets), it is impossible to analyze and plan the 

L tes and proportions of expanded reproduction for 
1y concrete period. At the same time, when cur- 
nt prices change in connection with a reduction in 
cod iction costs stemming from a rise in the 


e USSR reflects the relationships between the pro-. 


productivity of social labor, the dynamics of the 
social product and its components, calculated in 
constant and current prices, will differ. This can- 
not help but be reflected in the balance of the na- 
tional economy. 

To characterize the concrete process of ex- 
panded reproduction three main balance tables 
were used in Soviet planning practice until recent- 
ly: the balance of production, distribution and utili- 
zation of the social product; the balance of produc- 
tion, distribution and final utilization of the national 
income; the balance of labor resources. 

But each of these balances characterizes only 
separate parts of the reproduction process. That 
is why of late a summary table of the balance of 
the national economy has been included in the sys- 
tem of balance tables. This summary table must 
show, in generalized form, the unity of the materi- 
al and value aspects of socialist reproduction, its 
rates, proportions and interconnections. This 
table not only unites in a single system the indices 
of other sections of the balance, presenting them in 
their interconnection, but also includes a number 
of indices which are not included in these sections. 
The summary table specifically reveals how the 
accumulation of national wealth and the rise in the 
level of consumption in individual departments and 
social sectors of production, and also in the produc- 
tive and non-productive spheres, are ensured. 

An economic analysis of the more concrete con- 
nections and interrelations formed in the process 
of expanded reproduction requires the compilation 
of a number of special balance tables reflecting 
separate aspects and features of the reproduction 
process. For example, this calls for drawing up a 
balance of fixed assets which will reflect the 
process of reproduction of their major material 
elements. 

Elaboration of balances of fixed assets, labor, the 
social product and national income will make it pos- 
sible to undertake a more concrete analysis of the 
process of socialist expanded reproduction. Since 
the need for the practical guidance of economic de- 
velopment requires a more concrete analysis of 
economic processes, a third range of balance tables 
is compiled. The balance of the national economy 
is supplemented by balances of reproduction in so- 
cial sectors, as well as a balance of the products 
of personal and subsidiary economies of the popula- 
tion. In addition to the balance of the social prod- — 
uct, balances are drawn up of industrial and agri- 
cultural products, commodity resources and 
commodity turnover, machinery and equipment, fuel 
and power, etc. The balance of fixed assets is sup- 
plemented and elaborated in the summary balance 
of capital investments, in the balances of productive 
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capacity. The summary balance of labor is con- 
cretized in the balances of labor resources of the 
collective farms, specialists and youth. The bal- 
ance of the national income is elaborated and sup- 
plemented by balances of financial settlements, 
money receipts and expenditures of the population, 
and a summary financial balance of the product and 
income of the population. 

The new tasks confronting the country’s economy 
in the period of full-scale building of a communist 
society dictate the further development and enrich- 
ment of the layout and indices of the balance of the 
national economy. All aspects of building the mate- 
rial and technical basis of communism must find 
generalized expression in the balance of the national 
economy. To give a sufficiently complete charac- 
terization of this process the following main indices 
are needed: indices of the dynamics of productive 
assets singling out of the dynamics of fixed assets, 
indices of the dynamics of the number of people em- 
ployed in the sphere of material production, indices 
of the dynamics of capital per worker in material 
production and the ratio of capital to output and, 
finally, indices characterizing the structure of so- 
cial production which should reflect the priority 
growth of department I. 

The balance of the national economy must not only 
reflect the dynamics of interconnected magnitudes, 
but also facilitate, together with branch plans and 
material balances, their most favorable combina- 
tion. 

A study of the economic factors that determine 
the rate of socialist reproduction shows that so- 
cialist society is able to scientifically determine the 
objectively possible rates of economic growth and, 
utilizing the tremendous advantages of the socialist 
economic system, to set and ensure the necessary 
rates of growth of separate branches of the national 
economy. Accomplishment of the main economic 
task and the building of the material and technical 
basis of communism in the USSR in a historically 
brief period presuppose high growth rates in indus- 
try and agriculture and the technical transforma- 
tion of the entire economy. This is what determines 
the need for maintaining a high rate of productive 
accumulation in the national income during this pe- 
riod. With the level of economic development 
achieved in the Soviet Union a high rate of accumu- 
lation, far from conflicting with the growth of con- 
Sumption by the masses, is a condition for the bal- 
anced development of the entire national economy. 
This is demonstrated by the targets of the Seven- 
Year Plan. The growing resources of the national 
economy make it possible to achieve an optimal 
combination of a rapid rise of productive accumu- 
lation and consumption by the masses. 
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In drawing up the balance of the national econ- 
omy of the USSR in the period of the full-scale 
building of communist society, a fundamental task 
is to ensure the optimal combination of accumula-_ 
tion and consumption, high rates of building the ma 
terial and technical basis of communism, and the 
growth, on this basis, of the people’s living stand-. 
ards. It should be borne in mind that at a higher 
level of economic development the maintenance of 
the high rates of expanded reproduction inherent ir 
socialism demand much greater absolute increase; 
of output, the tapping of many more natural re- 
sources and, what is especially important, more ini 
tensive technical progress than under a lower leve 
of economic development. 

The combination of high growth rates and large-- 
scale productive accumulation with a rapid rise in 
the people’s welfare can be more favorable achievee 
the more effectively the accumulation fund is util-. 
ized. In the period of full-scale building of com- 
munism the more effective use of the accumulation 
fund is becoming an increasingly urgent problem 
and acquires exceptional importance for guaran- 
teeing high rates of expanded reproduction and a 
systematic and rapid advance in the living standard 
of the people. It is to the accomplishment of this 
task that the balance of the national economy, to- 
gether with the entire system of national economic 
planning, is subordinated. The balance should sin- 
gle out not only the productive and non-productive 
spheres, and departments I and II, but also the 
main branches of the economy and of services. 
This will make it possible to control and direct in 
a planned way the distribution of the entire social 
labor in the interest of building a communist so- 
ciety. 

Ensuring high rates of productive accumulation 
on the basis of technical progress, together with 
the implementation of a sweeping program for 
raising the people’s welfare, require aharmonious 
ly developed structure of the productive and non- 
productive spheres of social labor. The cultural 
advance of the members of society, the gradual re 
lease of women from irrational forms of househole 
work, the rapid development of various spheres of 
services in conditions of the technical revolution, 
and the sharp growth of labor productivity in the 
sphere of production — all this determines the ris 
in the share of social labor in the non-productive 
Sphere. An increase in the share of the working 
population in the Eastern areas (where huge re-_ 
sources of raw materials, fuel and power are con- 
centrated) in the country’s total population is also 
of great importance for the economic development 
of the Soviet Union. 


The great significance of the social aspect of 
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ilance of the national economy in the period of 
lilding communism must be stressed. In the proc- 
38 of development of state and collective farm- 
Operative property and their merger into a Single 
ymmunist property, the distinctions between work- 
"Ss and collective farmers, between the state and 
yllective farm-cooperative sectors of the national 
vOnomy are gradually obliterated. This process 
10uld be reflected in the balance of the national 
sonomy with the help of indices characterizing the 
svelopment of socialist property in its two forms 
roductive and non-productive assets, the number 
working people, the ratio of capital to labor, the 
coductivity of labor and output in each social sec- 
r, the share of the social and personal subsidiary 
sonomy in collective farm production, the living 
andards of workers, employees, collective farmers, 
e.). 

If we analyze the present layout of the planned 
ilance from these positions we find that many 
scessary indices are missing. Thus, there are no 
dices for the principal branches of production, the 
ycial sectors are represented by a limited number 
indices, there is no characterization of the dy- 
mics of the ratio of capital to output, the move- 
ent of the social product is determined only onthe 
isis of realization prices and not of value, etc. 

he absence of these indices in the existing layout 
‘the planned balance is explained by the insuffi- 
ent methodological elaboration of important individ- 
ilindices of socialist reproduction, the inadequate 
ystematization of the initial data, etc. Hence the 
-eat importance of further improving the methodol- 
ry and methods of compiling the balance of the na- 
onal economy. 

Problems of methodology in working out particu- 
r indices of the balance of the national economy 
erit serious attention. Much work has been done 
the past in defining the dividing line between the 
-oductive and non-productive spheres. But so far 
ere is no uniformity in treating some specific 
oblems. Thus, some economists and statisticians 
assify passenger traffic in the productive sphere; 
hers include it in non-productive services; still 
hers, in the productive sphere only insofar as it 
tains to travel by workers in the productive 
here (outlays for this form of transport are in- 
uded by them in the social costs of production). 
the opinion of these economists it belongs in the 
m-productive sphere to the extent that it serves 

e personal needs of the population. At times pub- 
shing is not included in the productive sphere. But 
‘far these details do not have a considerable in- 
ience on calculations of the national income. 

The correct solution of the problem of so-called 
uble counting of the value of means of production 
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is of great theoretical and practical importance for 
calculating the volume of the social product in the 
balance of the national economy. To this day this 
question gives rise to many disagreements. Some 
economists and statisticians (for example, Acade- 
mician S. G. Strumilin) propose that the value of 
the social product be cleared of the turnover of the 
value of the means of production in the course of 
the year. In that case the value of the social prod- 
uct in the given year would consist of the sum of 
net output, depreciation of fixed assets, and the 
value of the stocks of materials at the beginning of 
the year consumed in the course of the year. In 
other words, the value of means of production in 
the social product would be taken into account only 
in part. But since the share of the value of the con- 
sumed means of production from the previous year 
in the social product is relatively small, the social 
product would be almost equal to the net output of 
the national economy. 

The theory and practice of compiling balances of 
the national economy in the USSR have demon- 
strated that the method of calculating the social 
product without taking account of the turnover of 
means of production in the course of the year is un- 
acceptable. First, it is wrong to equate a separate 
enterprise, as the primary link in the social divi- 
sion of labor, with the national economy which rep- 
resents a system of social division of labor in all 
its interconnections. This system is constantly be- 
ing reproduced on the basis of economic (cost ac- 
counting) relations between enterprises. That is 
why the so-called factory method is the only cor- 
rect method of calculating gross output in industry. 
Second, in the course of a year several reproduc- 
tion cycles take place in most industries. A con- 
siderable part of the means of production manufac- 
tured in the given year enters the process of 
production during the given year and not next year. 
The double counting of the value of materials, as 
the output of one cycle and as material outlays of 
another reproduction cycle of one and the same 
year, is not a statistical fiction. Human labor in the 
given year processes not only the materials availa- 
ble at the beginning of the year, but also the quan- 
tity of materials used in the course of the year at 
all stages of production. A product cleared of 
double counting does not offer the possibility of de- 
termining the relationship between the replacement 
fund and the national income, of revealing the laws 
governing its changes; it gives a distorted picture 
of the interconnections between departments, 
branches and social sectors of the national economy, 
inasmuch as the process of compensating for means 
of production plays a big part in these interconnec- 
tions. In view of these considerations, in drawing 


18 


up balances of the national economy of the USSR for 


preceding and planned periods, the social product is 


deter mined, first, as the sum of the gross output of 


all enterprises and, second, as the sum of the gross 


output of all reproduction cycles in the given year. 
To substantiate their position the opponents of 

counting the turnover of the value of means of pro- 

duction in the course of the year sometimes refer 


to the process of specialization and to organization- 


al changes in the economy. But the growth of this 
turnover is connected above all with the high rates 
of socialist expanded reproduction. As for spe- 


cialization of production, in many branches, because 


of the specific conditions of the latter, the building 
of new enterprises from the very outset presup- 
poses their specialization in the manufacture of one 
product. In branches in which various categories of 
production were combined earlier, specialization is 
effected chiefly by building new specialized enter- 
prises which often manufacture only separate parts 
of articles. Of course, to determine the real dy- 
namics of the social product an adjustment coeffi- 
cient could be introduced to take into account the 


growth in the turnover the value of means of produc- 


tion resulting from the separation of some links 


from operating enterprises. But given the high rates 


of socialist expanded reproduction this coefficient 
would not be large. 


The experience of preparing the balance of the na- 


tional economy of the USSR has shown that the cal- 


culation of the social product must not be approached 


in a sterotyped way, without taking into account the 
peculiarities of individual branches. While gross 


output of industry is calculated according to the fac- 
tory method, in calculating the gross output of agri- 


culture, because of the natural character of repro- 
duction in it, seed and fodder produced in the same 
farms are calculated separately. This makes it 


possible to determine correctly the relationship be- 
tween crop production and animal husbandry. In So- 
viet statistics the output of construction is calculated 
as the value of the building, assembly, surveying and 


designing work done for new projects or for capital 


repairs. But since the output of construction is not 


building, assembly and other work, but factories, 
plants, etc., with their equipment, recently it has 
been decided to include in this output also the value 
_ Of the installed equipment. 

HK 


One of the important tasks of the full-scale build- 
ing of communism in the USSR is to develop further 


the system of democratic centralism, a system 
which combines single centralized, planned direc- 


tion of the entire national economy with the manage - 


ment of the economy of the republics and economic 
administration areas by republican agencies and 
economic councils, which combines the initiative of 
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central management agencies with the initiative o 
the working people. In present-day conditions, 
when a number of functions of planning and direct: 
the economy have been turned over to local bodie; 
the role of centralized planning in ensuring the pn 
portional development of the entire national econ- 
omy and proper relations between the economy of! 
different areas is exceedingly important. In view 
this, planning and statistical agencies are facedw 
the task of compiling balances of the economy on | 
territorial scale, on the scale of Union Republics: 
the first place. 

In all the Union Republics work is under way at 
present to determine the volume of the aggregate: 
social product and national income. This will mai 
it possible to obtain answers to a number of impo 
tant questions. For the first time, on the basis 0) 
calculating the gross output of such decisive bran 
ches of material production as industry and agri- 
culture, planning agencies of the Union Republics: 
are able to determine the level and scale of the e: 
nomic development of the Union Republics. 

Calculations of the volume and growth rates of 
the national income make it possible to establish | 
the place of a Union Republic in the country’s ecc 
omy. Calculations of the level and dynamics of tl 
real incomes of workers and employees on the on 
hand, and of peasants on the other, provide a clea 
idea of the relative level of living standards of 
various social groups and the relationship betwee 
this level and average living standards in the USS 
as a whole. Calculations of the volume of the na- 
tional income and its utilization for consumption 
and accumulation provide a more thorough basis 
for planned capital investments, growth rates of 
real incomes and increases in the material andc! 
tural standards of the population. | 

The State Planning Committees of the Russian 
Federation, the Ukrainian, Estonian and Armenia 
SSR’s are calculating the volume of the national i 
come and also the main indices of the balance of 
the national income at all stages of its movement 
(production, distribution and utilization). The in- 
volvement of the staffs of all the main departmen 
in the republic planning committees is a positive: 
aspect of this work. In the process of working 
balances some difficulties are being brought to 
light. So far statistical agencies in the Union Re 
publics are not calculating money incomes and — 
expenditures by social groups (workers and empl 
ees, peasants); they have not organized the ela 
tion of balances of fixed assets; they are not com 
Piling financial balances for preceding periods, € 
The central statistical agencies should accelerat 
the drawing up of methodological instructions on 
these important balance compilations, the urgen' 
need for which is becoming increasingly clear. 
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tole of Supply and Demand in the Socialist Economy 


The existence of supply-and-demand relations 
ider socialism stems from the retention of com- 
jodity production in this phase of the communist 
ciety and the value forms and categories inherent 
| it. 

The place and role of supple-and-demand rela- 
ons under socialism are in the main similar to the 
lace and role of the law of value in the socialist 
sconomy. They are determined by the aim of social- 
it production, by the operation of the economic laws 
| Socialism, and they differ fundamentally fromthe 
jle and significance of these relationships under 
upitalism. 

The social substance of these relations has 
ianged fundamentally. The dominance of public 
roperty in the means of production has done away 
ith the exploitation of man by man, while supply- 
id-demand relations, the operation of which is 
mited, are subordinated to the economic laws of 
ycialism and are regulated by plan. They are uti- 
zed for the purpose of accelerating the develop- 
ent of production and satisfying in the best possi- 
e way the requirements of the population. Inthese 
rcumstances, supply-and-demand relations reflect 
cialist production relations, relations which are 
ised on fraternal cooperation and socialist mutual 
sistance of free people. 

Thus, the level and relations of effective demand 
id supply of commodities are a result of the main 
tional economic proportions established by so- 
ety with due account for existing objective condi- 
ns and the tasks of socialist construction. That 
why supply-and-demand relations under social- 
m do not represent a mechanism by means of which 
oduction is regulated by the law of value. They 
e subordinated to the law of planned, proportional 
elopment, and they perform mainly an auxiliary 
rvice, important though it may be, the role of a 


al economy, on the need for measures to es- 
h rational, or restore disturbed economic pro- 
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The relationship between supply and demand for 
articles of personal consumption is determined 
mainly by the division of the national income into a 
fund of accumulation and a fund of consumption, and 
also by the basic national economic proportions, 
i.e., the proportions between departments I and II 
of social production, between industry and agricul- 
ture, between branches within these departments, 
etc. 

However, supply and demand are relationships 
which appear directly on the surface of economic 
life, in view of which their concrete manifestations 
inevitably reflect not only the state of economic 
proportions, but also many other factors which in- 
fluence them, objective, subjective, or accidental 
factors. 

The absence of an equilibrium between supply and 
demand, which appears in the sphere of commodity 
circulation, is a synthetic index of the existence of 
a definite disproportion in the national economy. It 
may arise not only from the principal cause, a dis- 
turbance of the basic proportions connected with 
objective conditions, but also from other factors, 
such as an unsatisfactory state of transport, the 
system of price formation, currency circulation, 
organization of payment for labor, various mistakes 
and miscalculations in planning, etc. All these fac- 
tors should be thoroughly studied in making a con- 
crete analysis of the reasons for the disproportion 
between supply and demand found in a given period, 
with the object of taking steps towards its elimina- 
tion. 

But the relations between supply and demand are 
not limited to the role of giving passive signals. 
Like any other consequence, they are not indiffer- 
ent towards their cause; they exert an active influ- 
ence on it. A consciously sustained equilibrium 
between supply and demand tends to stimulate the 
development of production and the maximum Satis- 
faction of requirements. On the other hand, failure 
to take timely measures to eliminate the causes of 
the disturbed equilibrium between supply and de- 
mand may lead to the spontaneous action of these 
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relations, with consequent changes either in the 
level of prices for consumer goods, redistribution 
of the national income, violation of the principle of 
distribution according to work and lowering of the 
workers’ interest in higher productivity of labor, or 
to a wasteful expenditure of labor which has not re- 
ceived public recognition. In any event, the spon- 
taneous operation of supply-and-demand relations 
under socialism injures production and the inter - 
ests of the working masses. 

Consequently, under socialism supply and demand 
operate as production relations which are expressed 
directly in the sphere of exchange and distribution, 
and which in turn exert an active influence upon pro- 
duction and consumption. 

But commodity circulation and, consequently, sup- 
ply -and-demand relations are not an all-embracing 
and universal character under socialism. Thus, the 
land and state enterprises (factories, mines, elec- 
tric power plants and their fixed assets may not be 
bought and sold; they may merely be transferred 
by decision of higher state authorities from one 
state organization to another. 

Nor is labor power a commodity under socialism. 
A surplus of labor power, which may develop in 
some regions of the country, does not lead to wage 
cuts (as it does under capitalism with the operation 
of the law of supply and demand). Under socialism 
steps are taken in such cases to achieve a redistri- 
bution of labor power within the country in an or- 
ganized way based on voluntary consent. Further- 
more, a surplus of labor power connected with the 
growth of labor productivity resulting from the auto- 
mation of production, which under capitalism leads 
to permanent unemployment and wage cuts, under 
socialism furnishes the material foundation for re- 
ducing the working day without any reductions in 
wages. 

The operation of supply-and-demand relations is 
of varying importance in different spheres of the so- 
cialist economy. The influence of these relations 
depends to a considerable degree on who is involved 
in the processof commodity circulation: different 
property owners, or economically independent enter- 
prises within the framework of general public 
property. 

It should also be borne in mind that the degree of 
the influence exerted by supply-and-demand rela- 
tions in different sectors of socialist economy is not 
a constant factor, that it changes in the process of 
its development, thus affording the possibility for the 
wider use of commodity-value forms in the national 
economy. The limits to the use of supply-and- 
demand relations are objectively determined under 
socialism by the level of production. Thus, a more 
limited application of such value levers as supply 
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and demand is necessary in branches of production 
which lag behind in their level of development, be- 
cause in such conditions these factors operate 
against the interests of the working masses and hand- 
icap the development of production. 

The basic economic law of socialism requires 
that the system of direct distribution be extended ir 
these cases instead of free sales. This applies bot! 
to the means of production and to articles of con- 
sumption. 

In the case of the latter this may occur, for exan 
ple, during the transition to rationing in special cir 
cumstances which cause a drastic reduction in the 
supply of consumer goods. This measure assures 
to the working people a definite guaranteed mini- 
mum of products at fixed state prices. 

In the problem under consideration, just as in al. 
the economic life of a socialist country, a tremen-: 
dous role is played by the activity of the Communis 
Party and the Soviet Government which adopt deci- 
sions on fundamental questions of economic policy. 
For example, mistakes made in the management of 
agriculture during the first postwar years in con- 
nection with the personality cult, and disregard fon 
the operation of the law of value, caused a serious 
lag in the development of this branch of production: 
On the other hand, the rapid economic progress obi 
served in the last few years thanks to the timely 
and correct measures taken by the Party, and the 
gradual elimination of the scarcities of some arti- 
cles, create the possibilities for the wider applica: 
tion of value relationships in the national economy’ 
by means of the consistent substitution of free sale 
for direct distribution (even though the latter may 
involve compensation in money form). This is bei 
successfully accomplished today. 

It is confirmed by the measures taken in this 
direction in recent years, including: authorization 
of enterprises to sell unnecessary surpluses of 
equipment and materials; reorganization of the ma 
chine and tractor stations and the sale of agricul- 
tural equipment and implements directly to the col 
lective farms; transition to the system of state 
purchases of agricultural products; the transfer of 
intra-collective farm relations to a monetary basi 
and other measures. 

Specialization of agricultural production, its gro 
ing marketing potential and cuts in production cost 
tend to broaden the sphere for the operation of suy 
ply-and-demand relations in agriculture on the ba- 
sis of substitution of the commodity-value form fo 
payments in kind. This creates a sound economic 
foundation for price reductions and for the fuller 
satisfaction of the population’s demand for farm 
products. 4 


The economic importance of the wider use of 7 


: 


OL. IV, NO. 5 


a ls 21 


ommodity-money forms and of Supply -and-demand 
elations within the state sector, and in the trans- 
ctions between state industry and the collective 
irms involving instruments and means of produc- 
on, lies in the greater control on the part of the 
onsumer (which is the strictest and most effective 
rm of control) over the quality of the supplier’s 
roduct. This control tends to raise the efficiency 
f production, to eliminate mismanagement and 
aste, to improve the quality of output and, in the 
nal analysis, to achieve a saving of social labor. 
This transition entails certain losses in the initial 
eriod as a result of organizational shortcomings 
nd, especially, disturbances of the rhythm of work 
1 some of the farm machinery plants. For exam- 
le, the Kherson plant producing corn harvester 
ombines had to turn out various secondary items 
iroughout 1958 and the first half of 1959, because 
1e KU-2 combine produced earlier was withdrawn 
"om production since it was not in demand among 
1e collective farms, and the design and construc- 
On of new machines which would meet the require- 
1ents of purchasers were prolonged. But these are 
1e costs of growth which will unquestionably be 
mply compensated for by improvements in the qual- 
y and efficiency of the new machines, with great 
enefit for the national economy. 

The experience of the industry which supplies 
irm machines shows that it is already advisable to 
xtend the application of supply-and-demand rela- 
ons in the sphere of the circulation of means of 
roduction between state enterprises, as a supple- 
ent to the plans for material and technical supply. 
his can be accomplished by extending direct con- 
icts between the producing enterprises and the 
nterprises which use their output. Such a measure 
ill improve the economic operations of enterprises 
nd of industry as a whole. Elimination of the prob- 
2m of supplying metal to enterprises in the process 
f fulfillment of the Seven-Year Plan will make this 
easure urgently necessary and at the same time 
ill lighten the job of implementing it. 

The current process of more widely applying com- 
odity-value forms and the supply-and-demand re- 
ions inherent in them in the socialist economy, 
volves restricting the use of administrative meth- 
is in the planned management of the national econ- 
y and replacing them by flexible and effective 
onomic stimuli, by value levers which exert a 
ore stimulating effect on the quantitative and quali- 
tive development of socialist production, leading to 
etter and fuller satisfaction of the requirements 
‘the population. However, this does not presup- 

se in the least that the spontaneous operation of 
e law of value, and of the associated spontaneous 
arket elements, should be adopted as regulators 
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of the socialist economy, as advocated by revi- 
sionists in some of the People’s Democracies (see, 
for example, the works of the Polish authors I. Pop- 
kiewicz, Real Profitability, and S. Kurowski, The 
Market and Planning). eam 

Under socialism the development of the economy, 
based as it is on public ownership of the means of 
production, is consciously regulated by society with 
knowledge of objective economic laws. In these cir- 
cumstances the operation of the law of value and of 
supply -and-demand relations bears a subordinate 
and auxiliary character within the limits conscious- 
ly allocated to them. Under socialism supply-and- 
demand relations are not the only form of relations 
between production and consumption and still less 
are they the basic form (as under capitalism); they 
play an auxiliary and subordinate role, although a 
very important one. 

The expansion of the sphere of commodity-value 
and supple-and-demand relations is a process 
which will continue in our economy until an abun- 
dance of all products is attained, which is one ofthe 
most essential conditions for the transition to the 
higher phase of communism where the need for 
commodity-value relations will be obviated and they 
will disappear. 

MK AR 

The time is not long past when the concept of 
production was identified in our economic litera- 
ture with supply, and of consumption with demand; 
this was a theoretical mistake. 

While demonstrating in his investigations the 
universality of the relations between production and 
consumption on the one hand, and supply and de- 
mand on the other, in an economy basedon commod- 
ity production, Karl Marx at the sametime objected 
to equating them directly. He wrote that in commod- 
ity production and exchange, supply-and-demand 
relations place production and consumption face to 
face, not directly but in the final analysis, (1) and 
that supply-and-demand relations include the rela- 
tions between production and consumption. (2) 

Qualitative and quantitative distinctions between 
the above categories remain under socialism, al- 
though their economic significance and social es- 
sence change. 

Let us consider each of these categories. 

Taking supply to begin with, we find that so far 
our economists have not payed sufficient attention 
to an analysis of this concept. In our economic 
literature, supply has often been tacitly identified 
with production. Some authors compare production 
and demand, rather than supply and demand. (3) 
While claiming to base themselves on the deter- 
mining role of production, they are in reality making 
a methodological mistake inasmuch as they are 
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operating with qualitatively different social forms 
which also take on different quantitative expres- 
sions. 

The basic qualitative distinction lies in the fact 
that while production and consumption are cate- 
gories characteristic of any method of production, 
supply and demand are connected exclusively with 
commodity-value relations which bear an histori- 
cal character. Supply definitely presupposes dis- 
tribution through exchange, through commodity 
circulation, rather than direct distribution of prod- 
ucts. As for the quantitative differences, which are 
closely connected with the qualitative distinctions, 
they stem from the varying factors which exert their 
influence upon each of these relations. 

Whereas the production of consumer goods de- 
pends upon the level of development attained by the 
productive forces at a given stage of socialist con- 
struction, upon the division of social production 
into departments I and II, and directly upon the vol- 
ume and composition of department II, supply, in 
addition to its dependence upon the level and com- 
position of the produced mass of consumer goods, 
depends also upon the division into marketable and 
non-marketable products and reserves, and also 
upon the division into products for individual and 
social consumption. Furthermore, supply also de- 
pends substantially upon the condition of foreign 
trade, upon the level and relations of prices, and 
upon a number of other factors. 

The enumerated conditions affect commodity sup- 
ply in varying degrees and in varying directions. 
The development of socialist production is a factor 
which determines the volume and composition of 
supply. But while the rapid development of produc- 
tion in our country — including the growing output 
in industries which produce consumer goods — the 
decline in the share of non-marketable consumption 
in connection with the reduction in the strength of 
the armed forces, the growth of foreign trade, the 
development of transport, the specialization of agri- 
cultural production, the improvement in the system 
of purchase prices, etc., tend to raise the volume 
and improve the composition of the supply of con- 
Sumer goods in the USSR, there are also factors 
which tend to bring about a relative decline in com- 
modity supply. The latter include primarily the 
rapid growth of a part of the social consumption 
funds designated for satisfying the requirements of 
the population outside the sphere of supply and de- 
mand. These funds are used for providing the work- 
ing people with free medical service, education and 
vocational training, for accommodating them in 
sanatoria and rest homes free of charge or at a re- 
duced cost, for the maintenance of children’s insti- 
tutions, homes for the aged people, etc. 
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Expenditure on social and cultural services have 
grown in our country from 32 billion rubles in 193 
to 230 billion rubles in 1959. They are slated to 
up to 360 billion rubles in 1965. The rates of 
growth of these expenditures exceed the growth of 
wages and salaries. Their share in the total expe 
ditures of the state budget is rising steadily. 

This does not include state expenditures on indw 
trial sanitation (as much as 13.5 billion rubles wer 
spent on the provision of work clothes free of char 
in 1956-1958 (4)), on housing construction and mai: 
tenance. Apartment rent, which is very low in the 
USSR, covers only a small fraction of the expendi- 
tures on housing maintenance and construction. 

The growth of such expenditures from the socia, 
fund is a natural development in the socialist so- 
ciety, a development which tends to grow with the 
approach to the higher phase of communism. Kar'\ 
Marx anticipated this when he wrote that under so: 
cialism the share of the national income designate 
for the common satisfaction of requirements “will 
grow steadily, along with the progress of the new 
society.” (5) 

Effective demand under socialism may be define 
as the value expression of that part of the require: 
ments of the population for consumer goods and 
services which is realized in commodity form. 

A most important feature of effective demand ut 
der socialism as compared with capitalism lies in 
the fact that socialism, by destroying exploitation. 
of man by man, has done away with the sources of 
non-labor incomes, as a result of which effective 
demand has ceased to reflect antagonistic relation 
Labor has become the sole source of the effective 
demand of the population. The demand for article; 
of consumption is determined by plan onthe basis 
of the law of planned, proportional development, ii 
accordance with the requirements of the basic ecc 
nomic law of socialism. Accordingly, the growth 
of requirements on the basis of the development a 
production is accompanied under socialism by in- 
creases in effective demand, both as the result of! 
price reductions and also as the result of increas! 
in the money incomes of the population, and cons ) 
quently by the better satisfaction of these require 
ments. Under capitalism, on the other hand, the 
growth of production leads to the better satisfacti 
of the requirements of the exploiting minority o | 
while the working people are abandoned to the __ 
mercy of the law of absolute and relative impover 
ishment. + 

This, however, does not mean that the require- 
ments of the workers do not grow under capitalis 
as some authors would have us believe. (6) In ot 
opinion this is a theoretically incorrect conclusio 
which is at variance with the real facts. The root 
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f this mistake lies in disregarding such a factor in 
he process of development of the requirements of 
he working people as the growing intercourse be- 
ween working people of town and country and be- 
ween people from different localities, to which 
eference was made by V. I. Lenin. (7) Thedevel- 
pment of production under capitalism is undoubted- 
y attended by the growth of the requirements not 
mly of capitalists, but of the workers as well. 
rechnical progress impels the capitalists to pose 
‘igher demands with regard to the educational level 
f the workers. Capitalism has brought about great- 
r mobility of the population. 

All this stimulates the growth of the working peo- 
le’s requirements. Moreover, many requirements 
f the capitalists are not alien to the workers. (8) 
sut the capitalist society lacks the social conditions 
ecessary for satisfying the growing requirements 
f the working people, in consequence of which even 
he minimum requirements (as, for example, the 
‘equirements of the many millions of unemployed 
nd partially employed workers) cannot be satisfied. 
therein lies the economic foundation of the deep re- 
entment of the working people against the bour- 
eois system and their deep urge to replace it by a 
nore progressive, socialist system, under whichall 
he working people receive equal opportunities for 
atisfying their growing requirements, for then the 
atisfaction of man’s requirements becomes the 
irect aim of production. 

The volume of effective demand in value terms 
quals that portion of the money incomes of the 
opulation designated for purchasing articles of 
onsumption and services realized in commodity 
orm. The magnitude of demand in monetary ex- 
ression depends, consequently, on the totalamount 
f money incomes and on the amounts spent by the 
opulation on the payment of taxes, various other 
ayments, non-commodity services, etc. The mag- 
itude of demand also depends on the volume and 
ature of the population’s savings. 

The real volume of demand depends, in addition, 
n the level of prices of consumer goods and on 
harges for material services rendered in commod- 
yy form. 

The basic money incomes of the population of the 
ISSR assume the following forms: 1) wages and 
alaries of personnel employed in the productive 

nd non-productive spheres of the state sector; 2) 
1comes of collective farmers and of members of 
arious cooperatives received as shares of the com- 
10n income and in the form of money; 3) stipends, 
ensions, benefits, etc.; 4) other incomes of the 
opulation, such as winnings on state loan bonds and 
Sery tickets, interest paid on savings accounts, 
ic. These incomes are partially redistributed 


among different groups of the population as the re- 
sult of market sales of surplus farm products re- 
ceived by the collective farmers in accordance with 
the number of workday units and from their auxil- 
iary household plots, or by workers and employees 
from their personal plots, and also from the sale 
by individual peasants and non-cooperative handi- 
craftsmen of the products of their personal labor 
and small-scale production. 

The total payroll is growing in the USSR both as 
the result of the increase in the number of working 
people and in average earnings. The number of 
workers and employees inthe USSR has grown from 
27 million in 1937 to almost 55 million in 1958; a 
further increase of about 12 million workers, or 
22% above 1958, is due to take place during the Sev- 
en-Year Plan period. The growth in the number of 
employed personnel was attended by increases in 
average wages. Average earnings in industry have 
increased by 24% between 1950 and the end of 1958 
alone. (9) : 

A most favorable factor is the wage and salary 
increases granted in recent years tothe lower-paid 
brackets. Further increases are provided for inthe 
Seven-Year Plan; they will bring the minimum 
wages and salaries up to 500 to 600 rubles in 1965, 
as compared with 270 to 350rubles at the beginning 
of the seven-year period. Growth of collective- 
farm production raises the incomes of the collec- 
tive farms and of their members. 

On the basis of the growth of collective farm pro- 
duction, the incomes of collective farms and far- 
mers are increasing. Money incomes of collective 
farms in 1960 will be about 154 to 158 billion ru- 
bles, i.e., about 3.5 times the 1953 level, and thus 
the money payments to collective farmers per work- 
day unit will have risen more than 3 times. (10) 

In addition, the population of the Soviet Union is 
receiving benefits in amounts which are growing 
from year to year. Between 1937 and 1959 expendi- 
tures on pensions and various benefits have in- 
creased 19 times. 

Income taxes make up a comparatively smallitem 
in the state budget (7-8% of its receipts). Acting on 
the report of N. S. Khrushchev, the Supreme Soviet 
of the USSR passed a law at its Fifth Session which 
provides for the gradual abolition of income taxes 
beginning with October 1960 and ending with 1965. 
This should raise the purchasing capacity of the 
population by about 74 billion rubles annually by 
1966. (11) 

As already mentioned above, expenditures for 
rent are very low in the USSR. Although demand is 
much higher than supply in this sphere, and al- 
though the municipal services are constantly being 
improved and extended, rent in state-owned houses 
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remains unchanged. The state also regulates the 
rent charged by private house owners, and the suc- 
cessful fulfillment of the vast housing construction 
program will bring about a radical and final solu- 
tion of this problem as well. 

Consequently, under socialism the basic factors 
which affect the effective demand of the population 
promote its rapid growth, as a result of which the 
portion of the social product designated for per- 
sonal consumption can be realized entirely unhin- 
dered, and this is one of the essential conditions 
for the uninterrupted continuation of the process of 
expanded social reproduction. 

ARH 

Much attention has been paid in our press in re- 
cent years to the problem of the relationship be- 
tween supply and demand under socialism. Some 
writers persist in adhering dogmatically to the for- 
merly current idea that it is allegedly a law of so- 
cialism that effective demand (or even consumption) 
must grow at a faster rate than production. This 
view was sharply criticized during the discussion. 

Opponents of this dogma have pointed out, justi- 
fiably and convincingly, in our opinion, that its sup- 
porters incorrectly equate the concepts of “re- 
quirements” and “effective demand,” and that recog- 
nition of this dogma would amount to insisting that ~ 
under socialism there must inevitably be a scarcity 
of goods with all its consequences, such as queues, 
speculation and, as a result of these factors, 
breaches of the principle of distribution according 
to work, weakening of the incentives to higher labor 
productivity, improved quality and wider assort- 
ment of products. Supporters of this dogma treat as 
a natural development a situation caused by difficul- 
ties associated with concrete historical and econom- 
ic conditions attending the construction of socialism 
in our country. 

A correspondence between demand and supply is 
normal under socialism. The need for sustaining 
this correspondence stems from the objective law 
of planned, proportional development of the national 
economy. Comprehensive balance is a law in the 
planned, socialist economy, and any disproportion, 
including a disproportion between supply and de- 
mand, is a violation of this law which must be 
eliminated. 

Correspondence between supply and demand is 
assured when the supply of goods is invariably 
available in a volume and composition adequate for 
meeting fully and uninterruptedly the effective de- 
mand of the population. A planned economy makes 
it possible to establish the most favorable relation- 
ship between them, one which does not permit the 
development of any scarcities or surpluses of 
goods. As for the determination of the concrete 
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amounts of goods necessary to accomplish this in 
each given period, this is a problem which can be 
solved by means of technical and economic calcula. 
tions. 

Nevertheless, the operation of this law depends 
upon existing historical economic conditions and 
upon the concrete tasks undertaken by the country 
at a given stage of socialist construction. 

Concrete conditions of socialist construction in 
the USSR made it impossible to achieve harmony be 
tween supply and demand in the period of transition 
from capitalism to socialism. But the industrialize 
tion of the country and the collectivization of agri-- 
culture accomplished in that period brought about 
the rapid growth of the population’s effective de- 
mand and created the necessary conditions for satia 
fying this demand to a constantly greater degree. 

In the People’s Democracies the transition from | 
capitalism to socialism took place in incomparably| 
more favorable conditions than inthe USSR, thanks | 
to the existence of a powerful, economically ad- 
vanced socialist country, the Soviet Union, and of 
the powerful socialist camp, the equal members of | 
which are practicing mutual assistance in all 
spheres. As the result of this unselfish mutual 
assistance we have, first of all, the process of rela: 
tively rapid equalization of their economic and cul- 
tural levels stemming from the higher rates of 
growth in the formerly backward countries as com- 
pared with the progress of the socialist system as 
a whole; second, a certain contraction of the gaps 
between the rates of growth of the production of the 
means of production and of consumer goods, as 
compared with that in the USSR during the period 
of transition from capitalism to socialism; third, 
possibilities for certain changes in the relationship 
between the accumulated portion of the national in- 
come and the portion designated for consumption bj 
raising the share of consumption, as compared witt 
that in the USSR. The result is that there is the 
possibility of rapidly satisfying the physical and in. 
tellectual requirements of the population in the Pea 
ple’s Democracies in the form of commodity sup- 
plies as well as through various non-commodity 
services. 

Already in 1956-1958, i.e., even before the endo! 
the transition period, the People’s Democracies 
surpassed many economically advanced capitalist 
countries in the per capita consumption of the mos! 
important foodstuffs. By 1958 they also achieved 
an equilibrium between the total volume of con- 
Sumer demand and commodity supply in the mar - 
kets of most of the socialist countries. = 

A major advance toward the establishment of a 
correspondence between Supply and demand after 
the end of the transition period in the USSR was 
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rovided for by the Third Five-Year Plan which en- 
isaged an increase of 50 to 100% in public consump- 
ion as the result of a 172% increase in the output of 
Onsumer goods. (12) However, the fulfillment of 
1iS plan was interrupted by the outbreak of World 
Jar II and the attack of the fascist hordes on the 
ISSR. The war brought about a decline in the out- 
ut of consumer goods by 410 as compared with 
940, and a reduction in the share of market funds 

1 commodity production, with the result that the 
xcess of consumer demand over supply became 
till greater. 

The need for rapid postwar restoration of the na- 
ional economy, and of heavy industry inthe first 
lace, and the mistakes committed in the manage- 
1ent of agriculture and in the sphere of technical 
rogress stemming from the personality cult, handi- 
apped the development of production of consumer 
oods and the achievement of a balance between 
upply and demand. 

A factor of decisive importance in the elimina- 
ion of disproportions between supply and demand, 
nd in the further improvement of the living stand- 
rds of the people, was the successful program 
rawn up by the Party and the Government for a 
harp rise in all branches of the national economy 
nd the development of socialist production rela- 
ions launched in 1953. Fulfillment of this program 
aised the national income between 1953 and 1958 
y 62%, whereas in the USA the corresponding in- 
rease in the same period was no more than 7%. 
| 3) 

As the result of greater output of consumer goods 
nd increases in the money incomes of the popula- 
on, the Soviet Union was able to satisfy more fully 
s effective demand; this was mirrored best of all 
1 the rapid growth of retail sales and in improve- 
ients in their composition. Thus, the increase in 
etail sales between 1951 and 1955 averaged 6.7% a 
ear, while in the next three years (1956 to 1958) 
lis average amounted to 9.6% a year (in compara- 
le prices). (14) Moreover, the rate of growth of 
etail sales in the villages was much higher than 

1 the cities and in the country as a whole. Asa 
esult, the share of village trade in the general vol- 
me of retail sales throughout the country increased 
om 23% in 1940 to 24.1% in 1950, and to 29.1% in 
958. (15) 

The ultimate result of the measures carried out 
the country in the last few years was the in- 
rease in the real wages of workers and employees 
counting benefits and other state payments) by 45% 
stween 1940 and 1959, and real incomes of the peas- 
its — by 64%. The level of consumption of the 
itire population increased on this basis. In 1949, 

; compared with 1953, per capita consumption had 
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increased in the USSR as follows: meat and lard 
by 27%, milk and dairy products by 40%, eggs by 
44%, fish by 29%, and sugar by 37%. (16) A con- 
Siderable increase was registered in the consump- 
tion of clothing, shoes and, especially, durable 
goods. 

Some idea of the increasing satisfaction of the es- 
sential requirements of the working people may be 
gleaned from the figures on the growth of deposits 
in savings banks: (17) 


Amounts 
deposited 
(in million 

rubles) 


Number of 
accounts 
(in thous.) 


The above figures indicate that the overwhelming 
majority of families in the USSR keep accounts in 
savings banks, whereas in the USA, according to 
American statistics, 26% of the families had no 
Savings whatever at the beginning of 1959 (18) and 
almost all American families are burdened with 
debts under consumer credit arrangements. Fur- 
thermore, the growing deposits in Soviet savings 
banks are indicative of the existing possibilities 
for still greater increases in the volume of domes- 
tic trade. 

A new stage in the economic development of the 
USSR was ushered in by the 21st Extraordinary 
Congress of the CPSU which endorsed the control 
figures for the development of the national economy 
of the USSR in 1959-1965. Part of the long-range 
economic program for building communism in the 
USSR, the Seven-Year Plan, which gives priority 
to the development of heavy industry, provides for 
using the latter as a basis for a considerable in- 
crease in the production of consumer goods, in 
order “thus to advance far ahead toward the solu- 
tion of the problem of the full satisfaction of the un- 
interruptedly growing material and cultural require- 
ments of the Soviet people.” (19) 

Overfulfillment of the plans for the first and sec- 
ond years of the seven-year period enables us to 
solve ahead of schedule the problem ofmeeting in 
full the effective demand of the population. “We 
have at present adequate resources of goods for 
meeting the effective demand of the population,” 
(20) declaredN.S. Khrushchev in his report to the meet - 
ing of the Supreme Soviet of the USSR on May 5, 1960. 
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In these conditions the problem of ensuring the 
correspondence not only of the volumes of supply 
and demand, but also, and what is most important, 
of their composition, acquires primary importance. 
We have not yet provided a satisfactory solution to 
this problem, and this is reflected in the results of 
our trade. 

Characteristic in this respect are the figures 
given in the following table on the uses of goods de- 
livered in 1957-1958 (in billion rubles). (21) 


Retail trade 
turnover 


Actual Deliveries 
ful- of 
fillment goods 


As the table shows, the trade turnover plan was 
surpassed in both years, but while 82.7% of the 
goods received over and above the planned trade 
turnover was used for this purpose in 1957, in 1958 
this percentage dropped to 42.9, i.e., by almost 50% 
compared to 1957, as the result of a corresponding 
increase in the share of goods used to build up 
stocks, which on January 1, 1959 were already some- 
what above the established quotas. 

This tendency toward the increasing growth of 
stocks of goods in the trading network became still 
more pronounced in 1959, with the result that the 
trade turnover plan in the first half of the year fell 
short of fulfillment by more than 5 billion rubles, 
while the carry-over deposits in savings banks in- 
creased in the same period by 7 billion rubles, an 
amount greater than the total for the whole of 1958 
During the second half of the year the gap in the 
fulfillment of the planned trade turnover increased 
to almost 25 billion rubles, with the result that the 
annual plan (without the trade on commission done 
by the consumers’ cooperatives) was fulfilled in 
1959 only to the extent of 96.7%. 

The obstacles to the fulfillment of planned sales, 
notwithstanding the adequate resources of goods and 
the high effective demand, are explained by the con- 
siderable changes which have occurred in the com- 
position. of demand and in the delayed reaction of 
supply to these changes. 

The essence of the changes which have taken 
place (and still are taking place) in demand lies in 
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the fact that the center of gravity has shifted from) 
quantity to problems of quality in the broad sense 
of the word. What we are witnessing here is the 
operation of the law of increasing requirements of! 
the population under socialism on the basis of a 
rapid growth of production and money incomes of 
the working people, and also as a result of the 
rising cultural level of the people and the growth 
of various forms of social intercourse. A concret 
manifestation of this law lies in the given case in 


Deliveries over and above planned 
trade turnover 
Including amounts used: 


For increasing 
stocks of goods 


For plan over- 
fulfillment 


share 
of % 


19 82.7 4 17.3 
9 42.9 12 57.1 


the demand of shoppers for improved quality, 
richer assortment and composition of goods. 
Of major importance for ensuring a balanced 
supply and demand for consumer goods is the de- 
cision adopted by the Central Committee of the 
CPSU and the Council of Ministers of the USSR in 
August, 1960, “On Measures for Further Improve- 
ment of Trade.” (22) Along with other measures, 
it provides that plans for the production of con- 
sumer goods by industrial enterprises are to be 
approved on the basis of the orders placed by 
trading organizations and of the contracts conclude: 
with them by industry. Trading organizations may 
not accept from the industrial enterprises goods 
manufactured in violation of the orders received 
from these organizations; industry is prohibited 
from ceasing the production of specific goods with 
out consulting the respective trading authorities. 
In order to enable industry to fill the orders of 
the trading organizations it is necessary to ensureé 
deliveries of materials and semi-finished goods tc 
the industrial enterprises in strict confor mity with 
the orders received from them, and not on the ba- 
sis of a mechanical distribution. For example, th 
garment factories will not be able to produce the 
required clothing if the textile mills fail to supp 
the needed fabrics. Furthermore, the technical 
equipment of factories should be improved inor 
to make it easier for them to switch over rapidly 
to the production of newly designed stylish garment 
whenever that is required by a change in demand. 


amount 


share 
amount of % 
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With the increase in the volume of supply we 
must definitely change over from distribution to 
free purchases and sales for a constantly increas- 
ing range of goods. The experience available in 
this respect shows that this form ensures the most 
favorable conditions for creating and sustaining con- 
formity between the compositions of supply and de- 
mand. 

Naturally, all these measures will yield the de- 
sired effect only if the trading organizations know 
the nature of consumer demand, both in detailed 
composition and according to concrete regions of 
the country. 

It is precisely inadequate knowledge of existing 
demand that is the weakest point in our trade. It 
accounts for serious mistakes made in planning de- 
liveries of goods, with a resulting surplus of goods 
in some localities and scarcity in other localities. 
Mistakes in the orders and requests for goods sub- 
mitted by trading organizations indicate that the 
study of demand is limited in the main to observa- 
tion without analysis and, what is most deplorable, 
without sound quantitative calculations, which are 
often replaced by arbitrary estimates. 

There are a number of reasons for this, the main 
one being the absence of adequate statistical re- 
ports for studying demand, for determining the vol- 
ume of demand for specific goods, and the prospects 
for the development of the volume and composition 
of demand, A considerably wider range of scientific 
research and statistical observations will be re- 
juired to eliminate this; they should be based on 
the following approximate program. 

Thus, one of the essential conditions for an effec- 
ive study of demand is a broad base of demographic 
statistics. Rich materials on this question were ob- 
ained as the result of the population census taken 
in 1959. But this is just a beginning. There is ap- 
garently a pressing need for a special institute 
which would conduct a systematic and profound study 
9f demographic problems. There is also considera- 
Jle room for improvement in our budget statistics. 
3udget investigations conducted by the Central Sta- 
istical Administration of the USSR should cover all 
sranches of the national economy, and the range of 
ndices should also be extended considerably; budg- 
st groupings according to incomes should be set up 
30 as to represent the actual distribution of the coun- 
ry’s population according to these groups. 

Greater attention should be devoted to the elabora- 
ion of scientific principles of consumption, the study 
yf which has been successfully initiated in our coun- 
ry. This includes the development of more dif- 
erentiated scientific standards of nutrition for spe- 
ific economic areas (and not only for republics), 
4 for groups of the population, depending upon 


incomes per person. The latter would be rational 
standards, minimum, maximum and average, cor- 
responding to their economic (along with their 
physiological) content. The first steps have been 
taken in the USSR toward determining rational 
standards of consumption for the main goods other 
than foodstuffs. Successful headway in this direc- 
tion should greatly lighten the study of the composi- 
tion of demand and ways of influencing it. 

It often happens that failure to satisfy demand 
stems from the fact that garments, shoes and other 
articles are not delivered in the required sizes; 
this leads inevitably to losses of social labor. This 
can be prevented only by an adequately extensive 
organization of antropometric studies with the ob- 
ject of providing the basis for satisfying the de- 
mand of the population for consumer goods in the 
necessary sizes, with differentiations according to 
regions of the country. Accordingly, the necessary 
corrections can be introduced in the production pro- 
grams of the enterprises of light industry. 

Results of the studies of demand depend largely 
upon the use of mathematical methods and modern 
computing machines. Of great value in this respect 
are calculations for determining the dependence of 
the demand for specific goods (with due account for 
the existing volume of supply) upon changes in in- 
comes and price levels. In order to obtain suffi- 
ciently reliable and complete data on the movement 
of a wide assortment of goods in the sphere of cir- 
culation, which is one of the most important sources 
of material for studying demand, it is necessary to 
equip the trading organizations with rapidly opera- 
ting computing machines. This implies that, be- 
ginning with sample studies (with respect to the 
number of enterprises and commodity groups), we 
shall go over subsequently to a complete accounting 
of all deliveries, sales and inventories of goods 
covering a wide range of assortment indices in the 
trading network as a whole. 

The results obtained on the basis of this ex- 
panded program of observations and studies of de- 
mand should make it possible to elaborate scien- 
tific methods of studying demand. 

The importance of the proposed program goes 
beyond satisfying the current requirements of our 
growing economy, because the methods and organ- 
ization developed for the study of demand will fur- 
nish the basis for the gradual development of en- 
entirely new forms of recording the requirements 
of the members of the communist society. 
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Problems of Distribution and Price Formation 


The level of and changes in prices depend not 
only on the conditions of production that influence 
the value of output, but to a considerable extent 
also on the conditions of distribution and other fac- 
tors linked with the monetary form of production 
and circulation costs. This stems from the fact 
that prices do not reflect the expenditure of socially 
necessary labor directly, but are the monetary ex- 
pression of value. The growth of social labor pro- 
ductivity and the reduction in the value of goods are 
the source and decisive factor in the decrease of 
prices. However, they do not lead to this decrease 
automatically. As an analysis of the change in the 
level of production costs and prices over a period 
of almost forty years (from 1922 to 1960) reveals, 


changes in prices have corresponded more closely 
to changes in production costs and far less to 
changes in the social costs of production, although 
it is the latter that determines the level of prices. 

The influence exerted by the relations of dis- 
tribution on the level and dynamics of prices is 
closely bound up with the increase in the workers’ 
incomes, which means that part of the economies — 
achieved through the reduction of value are used to 
increase the consumption fund. It is because ofthe 
rise in money incomes that the reduction of pro- ‘ 
duction costs and prices does not correspond to the 
reduction of value. The fact that the rateof growth 
of labor productivity is faster than that of wages _ 
means that part of the social labor saved is 
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jistributed and used to increase the incomes of peo- 
ole engaged in the sphere of material production 
primary incomes). 

The relations of distribution affect not only the re- 
ail prices of consumer goods, but also the costs and 
wholesale prices of the means of production. In the 
final analysis, the sum of prices of the means of 
oroduction used, say, in machine-building replaces 
fhe wages paid earlier to workers in the coal, ore- 
mining, metallurgical, timber and other branches of 
1eavy industry whose output is used for manufac- 
uring machinery, and the profits made in these 
ranches. Moreover, wages in heavy industry are 
1igher than in consumer goods industries. In the 
sranches manufacturing means of production for cap- 
ital goods industries (chiefly implements of labor), 
wages are higher than in those producing means of 
sroduction for consumer goods industries. Wages 
in industry are much higher than in agriculture. 

The relative importance of low-paid workers is still 
-onsiderable in the light and food industries, and par- 
icularly in agriculture. 

These differences in wages reflect the differing 
-omplexity of individual types of labor, different 
levels of skill. At the same time they include sup- 
lements which stimulate the planned distribution of 
social labor among the various branches and areas 
n accordance with the requirements of social pro- 
juction. An appropriate wage structure, for in- 
stance, attracts workers to the coal, metallurgical 
ind chemical industries, to power stations, and also 
o remote parts of the country, especially for the 
ranches of heavy industry. Given full employment 
inder socialism, the level of wages is also influ- 
anced by the necessity of stimulating people to ac- 
yuire new professions and specialties, both of which 
ire constantly engendered by technological advances. 
The planning of wages thus helps to solve many im- 
ortant problems of the manpower balance. The 
substantial differences in wages are the conse- 
juence of historical factors and will gradually be 
svened out. However the differences in wages stem- 
ning from differences in complexity of the work 
lone will prevail until the highest phase of commu- 
ism is achieved. The possibility of systematically 
sstablishing a level of wages with due regard for 
rroduction and distribution factors is determined 
rimarily by the fact that under socialism labor pow- 
rr is not a commodity. The planned distribution of 
he national income makes it possible to concentrate 
yn substantially increasing the wages of low- and 
nedium-paid workers, which is the only way of 
vening out the wages of the different categories of 
orkers in socialist conditions. Therefore, dif- 

rences in the remuneration of labor reflect not 
fy the differences in the complexity of the work 
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done but also the relations of distribution and re- 
distribution of the consumption fund and, partly, of 
the accumulation fund. 

Higher labor productivity in heavy industry en- 
sures a relatively greater magnitude of the newly 
created product, but not always (and not automati- 
cally) a higher rate of surplus product. The latter 
depends not only on labor productivity, but also on 
the division of the newly created product into neces- 
Sary and surplus product, on the level of the wages. 
Therefore, to judge the degree to which prices de- 
viate from value merely on the basis of data onthe 
share of profit in the price, or on the ratio of profit 
and turnover tax to the value of fixed and circu- 
lating capital, or to the sum of wages paid, means 
to see phenomena only superficially. Attempts to 
determine the value of different types of products 
by summing production cost and average profit (the 
price of production), or according to the surplus 
product calculated on the basis of a single rate, 
by no means reflect the whole complexity of eco- 
nomic phenomena and the processes characterized 
by value categories. 

Bringing prices closer to value is a natural ten- 
dency in the perfection of the price system under 
socialism. (1) However, it is not due only, and not 
so much, to the level of profit, particularly to a 
single rate of profit (or a single rate of surplus 
product). The elementary condition for translating 
this tendency into reality is, of course, the elimina- 
tion of losses incurred by certain branches of the 
economy, the need to cover economically substan- 
tiated average branch production costs by whole- 
sale prices and the achievement of profitability in 
all branches. But this is by no means all there is 
to the tendency of prices to approach value. This 
tendency is also closely bound up with the elimina- 
tion first of excessive and then of substantial dif- 
ferences in the wages paid to the different cate- 
gories of workers in different branches and parts 
of the country. This process is probably much 
more complex and drawn out than the elimination 
of the present economically unsubstantiated varia- 
tion in the profitability of enterprises producing 
different types of output. (2) 

It should be pointed out that the uneven level of 
profitability in different branches, especially in 
heavy industry, and the losses sustained in recent 
years by certain branches (coal, ore-mining), stem 
not so much from uneven changes in the value of 
their produce, as from increases in wages. (3) 
Differences in profitability may also be explained 
by the fact that while production costs have de- 
creased unevenly, wholesale prices in all branches 
of heavy industry have remained unchanged in the 
past six years. This is the reason, among other 
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factors, for the excessively high profits in many 
branches of the machine-building, chemical and oth- 
er industries. 

Characteristically enough, many economists limit 
the discussion of the price formation issue to that of 
evening out profits or the surplus product m. In 
addition, the authors of mathematical formulas, de- 
vised to determine the value of individual commodi- 
ties, proceed from the need to “reconstruct” m 
while at the same time keeping the sum C + V “un- 
changed or almost unchanged. The relations of dis- 
tribution on which v depends are usually ignored, al- 
though they exert an influence on all the other price- 
formation elements. 

Price cannot help but reflect relations of distribu- 
tion. If it does not, it is no longer a price, no longer 
the monetary (and not direct) expression of value. 

It is no accident that economists who ignore the in- 
fluence exerted by relations of distribution on 
prices, and the role of prices in the planned distri- 
bution of the national income, adhere to the compu- 
tational (schetnoi — trans.) treatment of prices 
under socialism. This is not denied by the propo- 
nents of the price of production concept (I. S. Maly- 
shev, V. A. Sobol, L. A. Vaag and others), but is 
concealed by those who want to equate the prices of 
goods with their value, as well as by D. D. Kondra- 
shev, the author of the “buffer” concept of prices 
under socialism. 

It is altogether natural that the basis of planned 
price formation is economically substantiated pro- 
duction costs, that is, monetary expenditures on ma- 
terials and on the wages of personnel in producing 
enterprises. 

This by no means detracts from the importance of 
the level of profitability in determining the planned 
prices of diverse commodities. But must the sum 
of profits and turnover tax in each branch be equal 
to the monetary expression of the surplus product 
created in it? Even if we agree to this, in estab- 
lishing the profitability of various items through the 
distribution of the whole sum of profits and turnover 
tax proportionally to wages (or to the sum of work- 
ers’ incomes) in the corresponding branches of ma- 
terial production, we should take into consideration 
the influence exerted by the relations of distribution 
on both c and v. To ignore this (whatever may bethe 
method of computing expenditures) would be to ab- 
stract ourselves from the real phenomena and proc- 
esses engendered by the requirements of a number 
of economic laws of socialism and not only of the 
law of value. 

_ Whatis more, the “evening out” of profits propor- 
tionally to wages will be of advantage financially to 
the labor-consuming branches and those witha low 
level of labor productivity. The “evening out” of 
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the rate of profit in relation to productive capital 
will inevitably engender a tendency toward an un- 
justified increase in capital investments and an 
increase inthe value of fixed capital (the most profi- 
table will then be the “capital-consuming” indus- 
tries). Both methods of “evening out” profits will 
lead to unjustified increases in prices, dislocation 
of proportions, disturbance of price relations and a 
reverse change in the scale of prices. The ques- 
tion one may well ask is, will this accelerate our 
country’s advance to communism? For it is only 
from this standpoint that any economic reform can 
and should be assessed. 

Even if we assume that it is possible to deter- 
mine the magnitude of the value of the surplus prod- 
uct created in every branch, does it follow that this 
magnitude m should be incorporated in the price of 
the given type of product? That would by no means | 
ensure the determination of the value of each com- 
modity. Moreover, under socialism there is no 
objective need for the repeated realization (in the 
price of each type of product) of that part of the 
surplus product which is intended for the mainte- 
nance of the unproductive sphere. However there 
is no question that expanded reproduction in all the 
branches of material production should be ensured. 
That is why wholesale prices in industry should 
cover economically substantiated production cost 
in each branch and ensure the accumulation neces- 
sary for increasing fixed and circulating capital. 
This price reflects the real expenditures on the 
reproduction of output in a given branch and is, as 
it were, a “restoration” value. This, as a rule, de-- 
termines the lower limit of the level of wholesale 
prices in each branch of industry. 

There are possible exceptions to this rule, of 
course. The point is that the price should not only — 
assure normal conditions for reproducing the out- 
put of each branch of production. The prices of — 
means of production, which serve as a medium in — 
the exchange of activities, should also influence | 
formation of the required structure of productive — 
consumption (the rational utilization of the means ¢ 
production) to ensure correct relations between the 
production and consumption of the various means 
of production. This explains the relationship be- — 
tween the price levels of the interconnected and $ 
interchangeable means of production. Hence also 
the possibility of there being a relatively higher 
lower share of net income in the wholesale price 
as compared with the magnitude of the funds use 
for accumulation in the given branch. The amount 
of capital invested in a given branch may be great 
or smaller than the value of the surplus product 
realized here. 


Consequently, the magnitude of accumulation j 
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ncorporated in the wholesale price of the means of 
roduction (in the sum of the necessary accumula- 
lon in a given branch) reflects relations of distribu- 
ion. But the latter also influence other elements of 
he price (c and v), as well as the price as a whole. 
Vhatever may be the conditions, the wholesale price, 
qual to the economically substantiated production 
osts plus profit (in the amount necessary for ac- 
umulation), reflects the real expenditures required 
nh a given branch in accordance with the planned, 
roportional development of the national economy as 
_whole. On the other hand, an equal rate of profit 

n relation to fixed and circulating capital in each 
ranch has nothing in common either with the magni- 
ude of the surplus product actually created here or 
ith the amount of accumulationreally necessary in 
his branch. 

Under capitalism the average (or monopoly) profit 
s essentially a mechanism of the spontaneous dis- 
ribution of surplus value; it determines the scale of 
ccumulation in a given branch and the magnitude of 
arasitical consumption by the capitalists. The 
axes levied on capitalist profits do not and cannot 
erve to redistribute accumulation among the bran- 
hes of industry. In addition to the surplus value 
ealized by some capitalists in the form of profit, 
nother source of capital investment and the main 
ource of the vast expenses on armaments is the un- 
earable taxes and levies collected from the working 
aasses. It is with these funds also that durable in- 
tallations (hydropower stations, etc.) are built. 

‘hey later become the property of the capitalists, 
ho find it unprofitable to invest funds in such in- 
tallations. Capitalist redistribution is thus of a 
urely class character and is implemented at the ex- 
ense of the working people and in favor of the bour- 
eoisie. 

Therefore there are no grounds for using the spe- 
ifically capitalist form of conversion of surplus 
alue under capitalism and the mechanism of spon- 
yneous price formation in the socialist economy. 
uch a mechanism of distribution and utilization of 
et income is alien to the socialist economy. In- 
eed, the huge sums invested in the past in the coal 
idustry can ensure it, given an average rate of prof- 
, an amount of profit far exceeding the amount of 
apital investments needed now, when there has 
een a planned change in the structure of the fuel 
alance. The oil, gas and chemical industries will 
nd themselves in a completely different position. 
his system of automatic price formation would 
astly expand the processes of redistribution through 
1e state budget and, consequently, would increase 
e dependence of many branches of industry and 
nter prises on the state budget. 

The average rate of profit, like the average rate 


of surplus product (supposedly reflecting the value 
of the surplus product created in each branch), 
would only lead to the unnecessary complication of 
the financial redistribution of accumulation funds 
among the branches of industry. 

The elimination of losses in all branches and the 
abolition, on this basis, of budget subsidies are im- 
portant steps toward strengthening cost accounting 
and the finances of the branches, toward strength- 
ening the role of the ruble in the economy. But this 
is not all. A special form of subsidy is the sys- 
tematic allocation of funds from the state budget to 
certain state enterprises to cover inadequate finan- 
cial resources (over and above realized profit) 
needed to expand production. In setting wholesale 
prices with due regard for the accumulation re- 
quired by individual branches, the need for redis- 
tributing funds among the branches of industry, 
Union Republics and economic areas through the 
state budget still remains. Financial and economic 
autarchy is just as alien to socialism as is automa- 
tism in price formation in any form. 

As noted above, the achievement of correct price 
relationships requires the establishment of whole- 
sale prices with a relatively small portion of profit 
in some branches, and a relatively high portion in 
others. An economically sound level of average 
production costs and profits in individual branches 
is the basis (but not the only one by far) for the es- 
tablishment of a system of wholesale prices for 
means of production. The revision of wholesale 
prices, reflecting the tendency noted earlier for 
prices and value to be drawn closer together, does 
not at all mean that the price of each commodity 
should equal its value. It should also be pointed out 
that this tendency is not the only purpose of price 
revision. 

OK 

In the opinion of the proponents of the prices of 
production concept, under socialism the price of 
each type of output should serve as a criterion for 
the distribution of capital investments and the de- 
termination of their economic effectiveness. In 
this connection it should be pointed out that under 
socialism no rate of profit can serve as a cri- 
terion for the automatic distribution of the accumu- 
lation fund among the branches of industry, that is, 
as a regulator of production. The level of profit- 
ability can be a criterion of effectiveness (and, 


consequently, of distribution) of capital investments 


in branches manufacturing interchangeable prod- 
ucts. But why is the rate of profit the most cor- 
rect criterion in this case? Why is the profit on 
earlier capital investments (fixed assets) the fac- 
tor which regulates capital investments in the 
future, when the level of economic effectiveness of 
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expenditures has undergone a change and conditions 
have been created for new proportions in material 
production? After all, this effectiveness of expendi- 
tures is much better reflected by economically 
sound production costs, costs which reflect the in- 
fluence of more advanced norms of expenditure of 
living and materialized labor. 

In his book Social Accounting of Labor and Prices 
Under Socialism (Social and Economic Publishing 
House, 1960), and in an article published in Planovoe 
Khoziaistvo, 1961, No. 1, I. S. Malyshev holds that 
under socialism the index of effectiveness of capital 
investments is the difference between additional 
profits and additional capital investments. For addi- 
tional capital investments save social labor, and un- 
der socialism the part saved is used not only to in- 
crease the surplus product, but also to raise wages. 
One should not forget the elementary truth that the 
portion of m (just like the portion of v) in price is 
the result of distribution; it is not given “by the na- 
ture of things.” 

The production cost as part of the price depends 
to a certain degree on the magnitude and period of 
replacement of fixed assets, the replacement of past 
capital investments. In the branches where the 
share of amortization in production costs is rela- 
tively high (oil and gas industries, hydropower sta- 
tions, etc.), an increase in the rate of amortization 
causes a noticeable increase in production costs and 
this lengthens the period of recoupment, and vice 
versa. The proponents of the price of production 
concept hold that along with the replacement of past 
capital expenditures through amortization (through 
production costs), there is a need to ensure their 
replacement once again, in equal periods, through 
average profits at equal rates in relation to fixed 
capital. Here they confuse two different processes: 
replacement and accumulation, simple and expended 
reproduction. They also advance the theoretically 
invalid argument that all branches should replace, 
through profits, the value of fixed capital in identi- 
cal periods, although in certain branches the actual 
wear and tear of fixed capital in this period comes 
to 10 to 15% and in others to 90 to 100%. 

There can be no doubt that increasing the effec- 
- tiveness of capital investments is one of the most 
important economic problems. But the method of 
prices of production and the average rate of profit 
by no means facilitates the solution of this problem. 
Moreover, it is theoretically invalid and confuses 
the problem. No less important is the task of in- 
creasing the effectiveness of the sum total of expen- 
ditures on the entire social product (c + v + m), in- 
cluding capital construction expenditures. In the 
final analysis the magnitude and rate of growth of 
capital investments depend on the amount of 
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economies achieved in the process of production of; 
the social product. That is why price should help 
to increase the productivity of social labor and de-- 
crease production costs. Its role cannot be limited 
to that of registering costs for determining what 
part of the social product is used for accumulation. 
There has long been a need to calculate scientific- 
ally at least the approximate amount of social la-. 
bor expended on the production of individual prod- 
ucts. Correct calculation of the labor expended 
requires the solution of the problem of reducing la- 
bor on the basis of a serious investigation of the 
category of simple labor and the degree of its com- 
plexity in different industries, and not on the basis: 
of the data on differences in wages in various in- 
dustries, as is done now. The possibility is not 
excluded of deriving a scientifically substantiated 
assessment of an hour of simple labor, and the 
preparation on this basis of a special auxiliary 
“price list” which will be of considerable assis- 
tance in the elaboration of many sections of the 
plan and in designing work. But such a “price list” 
can never become an actual price list, for this 
would mean limiting the role of prices to that of 
recording expenditures and denying other, no less 
important, functions of money under socialism; 

it would mean replacing money with “labor certifi-: 
cates” or “worker receipts.” 

In our opinion, Academician V. S. Nemchinov 
oversimplifies the problem of “the direct deter- 
mination of the value of commodities as socially 
necessary expenditures of labor time.” Asserting 
that all the difficulties of determining value may 
be easily overcome with the aid of modern elec- 
tronic computing technique, he considers it enough, 
by solving an appropriate mathematical problem, to 
compute the full expenditures of labor time (in the 
optimal variant of the national economic plan). 

“By dividing the national income (in units of nation. 
al currency) by an estimate of the material com- 
position of the national income in units of socially 
necessary expenditures of labor time, we obtain 
the monetary expression of value.” This “mone- 
tary expression of value” multiplied by the “opti- 
mal value of full expenditures of labor time in 
different branches and industries” is what V. S. 
Nemchinov calls exchange value. (4) 

Here it is not only the problem of reducing labor 
that is completely ignored, but also all the prob- 
lems connected with the monetary expression of : 
value, with the factors lying both on the side of the 
commodity and on the side of money. Itis not 
clear why the fraction whose numerator is the 5 
tional income and whose denominator is the full 
penditure of labor time expresses socially neces- 
Sary expenditures, that is, measures of value. 


TOL. IV, NO. 5 


EE cee a” 


\lthough V. S. Nemchinov rightly criticizes Maly- 
hev’s basic theoretical propositions in “substan- 
iating” prices of production under socialism, it is 
ifficult to find any fundamental difference between 
heir concepts of calculating value. The difference 
ies in the technique of computation, but this does 
ot alter the essence of the matter. 

Academician Nemchinov dissociates himself from 
he concept of prices of production and from equating 
he price and value of a commodity. But in suggest- 
ng “national economic costs of production which 
mly outwardly resemble prices of production” (5) 

s the basis of prices, he actually synthesizes both 
hese concepts. Recommending at first the method 
f computing exchange value as the “scientifically 
ubstantiated basis of price,” he then regards the 
national economic costs of production,” which are 

, converted form of value, as the basis of price for- 
nation. The connection between these two bases 

f prices is not revealed, but then there follows a 
Omprehensive definition of “national economic costs 
f production,” which are “equal to the average 
ranch production costs plus a part of the surplus 
roduct determined in proportion to the fixed and 
irculating capital on the basis of a single planned 
tandard of their utilization, and plus a part of the 
urplus product determined on the basis of planned 
tandards of differential rent.” (6) But this is the 
ame price of production, true, slightly modified 

nd worsened inasmuch as the treatment of the cate- 
ory of differential rent under socialism as a pre- 
umably eternal category, one given by nature her- 
elf, justifies a level of prices that reflects the 
jor st conditions of production. (7) One can well 
magine how sharply the implementation of this con- 
ept would raise the general price level, although its 
uthor claims the reverse. 

One can agree with V. S. Nemchinov’s assertion 
nat “prices can be brought closer to value on the 
asis of a certain revision of wholesale industrial 
rices provided that losses of enterprises and 
ranches are eliminated, and also provided that the 
ocially necessary expenditures on the development 
f all branches of material production are covered 
y the branch wholesale price.” (8) Nor are there 
ny objections to V. S. Nemchinov’s proposal to re- 
uce retail prices as the value of consumer goods 
ecreases. Butall this contradicts his concept of price 
yrmation and isnot a logical consequence of it; nor is 
is assertion that the planning of prices isnot confined 
) mathematical formulas and must be “based also onan 
ppropriate price policy.” (9) Butitisnot said here that 
oviet price policy does not simply involvea deviation of 
rices from value, but isa reflection of the require 


ents of the economic laws of socialism. 
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Although it is difficult at present to foresee the 
economic categories of the higher phase of commu- 
nism, there is no doubt that the role of money and 
prices in influencing production, in constantly 
stimulating labor productivity, in saving working 
time and economizing on means of production, will 
not decline in the process of comprehensive com- 
munist construction. This is evidenced by the 
measures taken by the Party and the government to 
strengthen the ruble, adjust wages, intensify econ- 
omies of resources, etc. The use of money and 
prices under socialism is absolutely necessary for 
the earliest possible achievement of the Soviet Un- 
ion’s basic economic task — the creation of a ma- 
terial and technical base for communism and the 
achievement, on this basis, of an exceptionally high 
level of labor productivity that will ensure anabun- 
dance of material goods. Therefore, the idea of 
limiting the role of money and prices merely to 
that of recording labor expenditures is clearly in- 
valid. The solution of the task set by the January 
1961 Plenary Session of the CPSU Central Commit- 
tee of developing the production of consumer goods 
more rapidly than the growth of demand for these 
goods will increase considerably the possibility of 
using the law of value in the interests of commu- 
nist construction. (10) 

It is the strengthening and not the weakening of 
the role which money plays in the national economy 
that makes it necessary to improve resolutely the 
rather obsolete system of wholesale prices of the 
means and instruments of production. This is re- 
flected with great clarity in the decision of the 
July 1960 Plenary Session of the CPSU Central 
Committee. A substantial revision of wholesale 
prices is necessary to enhance their role in the 
solution of vitally important national economic 
problems in the phase of comprehensive communist 
construction and inthe accomplishment of the gen- 
eral long-term tasks of developing the national econ- 
omy. What is needed is not only to ensure the profi- 
tability of basically all enterprises, but also to re- 
vise price relationships and the geography of prices, 
using the new proportions of material production 
(by branch and area as the point of departure). It 
is also necessary to solve the problem of price 
formation in the mining industries in order to make 
better use of our natural resources, as well as to 
enhance the role of prices in stimulating the intro- 
duction and utilization of new technology, improving 
the quality of output, eliminating seasonal fluctua- 
tions in production, developing the more economi- 
cal materials and types of fuel, and influencing 
productive consumption. 

No form of automation in price formation will 
make it possible to solve any of these tasks, 
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inasmuch as neither the “method” of prices of pro- 
duction nor the method of equating the price and 
value of every product take account of all the com- 
plexity and many-sided nature of the economic life 
of socialist enterprises that is reflected in produc - 
tion cost, their level and dynamics. The wholesale 
price must ensure the conditions for expanded repro- 
duction, focusing the attention of management on the 
need for the constant reduction of production costs. 
The portion of profit in the price is of considerable 
importance not only for ensuring the funds neededto 
increase fixed and circulating capital; it also influ- 
ences the process of production itself. There is no 
doubt that an extremely high and excessive profit in 
the price exerts no less a negative influence on the 
economic operations of the socialist enterprise than 
non-profitability or insignificant profitability. True, 
some economists deny this thesis as “Philistine” 

(to quote I. S. Malyshev), erroneously assuming that 
an excessively high profit and an ever-increasing 
portion of profit in the price will exert a positive in- 
fluence on the economics of production. 

Setting prices on the basis of prices of production 
would inevitably lead to a number of negative conse- 
quences in the sphere of distributive relations, al- 
though the proponents of the average rate of profit 
deny that there is any connection between prices and 
distribution under socialism. The introduction of a 
Single rate of profit into the economy, computed 
through the incorporation of the total sum of profits 
and the turnover tax into the value of fixed and cir- 
culating capital would inevitably lead (taking its 
repeated influence knto account) to an increase in 
the wholesale prices of heavy industry goods by 2 
to 2.5 times. Such an increase in the prices of 
means of production would naturally lead to higher 
construction costs and would require large sums for 
capital construction jobs (the physical volume re- 
maining unchanged) and for current assets. Higher 
prices of the means of production will increase costs 
not only in industry, construction and transport, but 
in agriculture as well. The financial position of 
many branches of agriculture, as well as of the col- 
lective farms, is such that an increase in the prices 
of agricultural machinery, fertilizer and other 
means of production would raise the state procure- 
ment prices of many types of agricultural produce. 
This would make it necessary to raise retail prices 
of foodstuffs and other commodities (stemming from 
the present level and structure of retail prices of 
many commodities that depend directly on the level 
of wholesale prices of enterprises). It is clear, too, 
that an increase in retail prices would require a 
corresponding increase in money wages. And this 
when the vital task is to sharply increase the output 
and reduce the production costs of agricultural 
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goods. “Then,” Comrade N.S. Khrushchev has 
pointed out, “the state would be able to reduce the 
procurement and retail prices of agricultural prod- 
ucts. That is our path.” 

In the light of the decision taken by the Party 
and the government to reduce considerably the 
prices of agricultural means of production (spare 
parts, machines, fuel) as of February 1, 1961, the 
“theory” of prices of production under socialism 
and the “theory” of equating the prices of commodi: 
ties with their value look rather bad. For some of! 
the proponents of indiscriminate increases in the 
prices of means of production quite recently af- 
firmed that the impossibility of raising the prices 
of agricultural machinery meant relying on the 
backward collective farms. 

In calculating an average rate of profit in rela- 
tion to the value of advanced fixed and circulating 
capital we find that the price level would be higher ' 
the higher is the share of material expenditures in | 
production costs. This means that the economies 
effected through the replacement of human labor by 
new techniques and technology would not be re- 
flected in prices, for the growth of the mass of profi 
it would be greater than the economy of human la- 
bor. Since the prices of means of production would 
go up faster than the prices of consumer goods and 
money wages, the relation between the level of 
prices of means of production (especially instru- 
ments of labor) and the level of wages would change: 
markedly. In this connection, the limits to replac- 
ing manual by machine labor and old by new tech- 
niques would narrow down substantially. This is 
what largely explains why the price of production 
concept is inapplicable in the socialist economy. 

The practical application of prices of produc- 
tion would transfer the center of gravity in the 
economic operations of an enterprise from produc- 
tion costs to price, from internal economies to 
profit. (11) It is not only that a single rate of prof- 
it will cause a general increase in prices and en- 
gender unnecessary relations of redistribution. _ 
The use of prices of production will restrict the 
application of technology, eliminate the criterion — 
for choosing the most economical means of produc- 
tion, as well as the economic criterion for special- 
ization and cooperation, and will create difficulties 
in establishing coordination between the material # 
structure of production and the structure of pro- — 
ductive consumption. A sharp increase inthe _ 
prices of means of production will increase con- 
Siderably the difference between prices and pro- 
duction costs. Under these conditions enter prises 
will find it “unprofitable” to derive semi-finished 
goods and parts from outside, on the basis of co 
operation, because they will be more expensive 
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or at any rate not cheaper) than the semi-finished 
oods of their own make. This will undoubtedly 
ause harm to the division of labor in the economy 
nd slow down the rate of growth of social labor pro- 
uctivity. 

RHR 

The main argument adduced by the proponents of 
he concept of prices of production under socialism 
nd by the proponents of equating the price of every 
roduct with its value is that in the USSR there are 
wo different bases for setting the prices of goods in 
lepartments I and II. (12) 

As for the wholesale prices at which the enter- 
rises sell their produce, there is only one principle 
f price determination: production cost plus profit. 
Vhat is more, the portion of profit in the wholesale 
rice of goods in Group A is almost 50% higher than 
hat in the wholesale price of goods in Group B; the 
et income now realized in the wholesale prices of 
eavy industry goods ensures capital investments 
nd an increase in circulating capital. There isa 
eal difference between the level of wholesale prices 
f enterprises and the level of retail prices. This 
ifference is explained mainly by the relatively high 
etail prices (as a result of the inclusion of the 
urnover tax in them) of such commodities as alco- 
Olic beverages, tobacco, cigarettes, cotton and 
joolen fabrics, sugar, cheese and watches. (13) 

‘he turnover tax on some of these commodities 
cotton, fabrics, sugar) stems from the need to regu- 
ate the relationship between supply and demand; in 
he case of others (spirits, tobacco) — to the neces- 
ity of limiting consumption. This explains the ex- 
ess of the price over the value of the commodities 
numerated. In the case of some of them (watches, 
taple fabrics, cheese), the need to reduce prices is 
ipe. As the demand for sugar and fabrics is satis- 
ied, there will arise the possibility and the neces- 
ity of reducing their retail prices, largely through 
ae reduction of the turnover tax. As for such com- 
10dities as tobacco, alcoholic beverages, etc., the 
irnover tax will retain its redistributive function. 
foreover, the turnover tax includes a definite por - 
ion of the surplus product created in agriculture. 
his includes a considerable part of differential rent, 
s well as a certain part of the surplus product (not 
old at procurement prices) which is used by the 
tate to satisfy the social and cultural requirements 
f the rural population and for other needs of the 
opulation. Such is the nature of the bulk of the 
wrnover tax. Therefore one can hardly regard as 
alid the proposal to extend it in equal proportion to 
1e means of production and to increase, on this ba- 
is, the wholesale prices of heavy industry goods by 
to 2.5 times. (14) Ske 
If, to eliminate the “two bases of prices,” we limit 


ourselves only to increasing the wholesale prices 
of heavy industry goods by 2 or 2.5 times, and re- 
tain unchanged (as is often proposed) the retail 
prices now existing, notably the low prices of chil- 
dren’s goods, of public catering enterprises (public 
dining rooms), and the high prices of alcoholic 
drinks and tobacco; and if we retain the low rents, 
leave unchanged the procurement prices and the 
wholesale prices of agricultural machinery (these 
prices have already been reduced), of mineral 
fertilizer, etc., then there will indeed be at least 
five or six different bases for price formation in 
the national economy. The artificial introduction of 
prices of production and an average rate of profit 
will require a great many exceptions that will ne- 
gate the operation of the law of prices of production 
and the average rate of profit under socialism. 
These exceptions also characterize, in the main, 
the planned system of prices that is determined by 
the economic laws of socialism. In other words, 
there remains nothing of the “categories” of prices 
of production and “national economic costs of pro- 
duction.” In these circumstances all attempts to 
retain the procurement and retail prices at the 
former level would lead to the necessity for state 
budget subsidies to a number of heavy industry 
branches (for example, agricultural machine- 
building), light and food industries (in connection 
with the increase of prices of machines, spare parts, 
fuel, materials, metals, synthetic raw materials, 
etc.). This system of price formation would con- 
tradict the principles of cost accounting and econ- 
omy. 

The high turnover tax on certain consumer goods 
is levied under conditions in which the prices of 
many commodities and services are considerably 
below their value, and part of output is made availa- 
ble to the population free of charge (at boarding 
schools, hospitals, etc.). But only consumer goods, 
not capital goods, are free. Hence there should be 
no direct comparison of the share of m in the 
prices of the means of production and of consumer . 
goods without noting the fact that some consumer 
goods are given to the population free of charge. 

The level of retail prices is influenced not only 
by the factors of distribution which affect the dy- 
namics of production costs and wholesale prices 
(increase in the wages of workers engaged in the 
sphere of material production, changes in procure- 
ment prices and in social insurance norms, etc.). 
Since the level of retail prices also depends on the 
relationship between demand and supply of com- 
modities, the movement of retail prices depends 
not only on changes in production costs, but also on 
increased expenditures for social and cultural 
needs (including increased wages for workers 
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engaged in the non-productive sphere), on the reduc- 
tion of expenditures on the country’s defense and ad- 
ministration, on the increased size of pensions, 
allowances and stipends, on the abolition of taxes and 
loan issues. All these relations of distribution and 
redistribution do not directly influence production 
costs and wholesale prices, but they do affect the dy- 
namics of retail prices. This explains why the move- 
ment of retail prices deviate more than wholesale 
prices from changes in value. The movement of re- 
tail prices is affected in one way or another by all 
the forms and methods of distribution and redistribu- 
tion of the national income. 

Improvements in the working people’s living 
standards are not achieved only through the reduc- 
tion of retail prices. Part of the economized social 
labor may also be used to increase the consumption 
fund by increasing personal money incomes and the 
fund of public consumption. The significance of each 
of these forms of raising the people’s living stand- 
ards is not at all the same in different historical 
conditions, in different phases of socialist and com- 
munist construction. But all these methods of dis- 
tributing economies, dictated by the requirements 
of the economic laws of socialism, cannot help but 
influence the extent of the planned reduction of re- 
tail prices. Moreover, one should bear in mind that 
economies of social labor serve not only as a source 
of growth of consumption and socialist accumulation, 
but also as a source of the reduction in the working 
day. But thereis not and cannot be any contradic- 
tions between a reduction of the working day and an 
increase in the consumption fund. At the present 
level of development of the productive forces, the 
reduction in the working day is a consequence of the 
growth of labor productivity and a precondition for 
its further rise and for a reduction in the cost of 
output. 

In considering the forms of improving the peo- 
ple’s living standards, we should bear in mind the 
different role they play in the solution of this prob- 
lem. Although they all ensure a higher level of 
well-being, each of them does not play the same role 
by any means in determining the methods of transi- 
tion to distribution according to needs. For in- 
stance, the historically evolved difference in wages 
paid to different categories of workers cannot be 
eliminated by increasing the number of free goods 
and services and by reducing prices. This is only 
possible through an increase in the wages of the low- 
paid and certain medium-paid categories, which 
means a substantial rise in average wages. 

Of major importance are the questions of the ex- 
tent to which the number of free goods and services 
distributed through the public consumption funds 
should be increased and of the scale of price 
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reductions. It is clear that the possibilities of re-- 
ducing the prices of goods in the future depend to aa 
considerable degree on the increase in society’s ex: 
penditures on the social, cultural and everyday 
needs of the Soviet people. The extension of this 
sphere of free goods and services means a relative 
narrowing of the sphere of commodity circulation 
and the monetary form of exchange. This concerns: 
a certain portion of output of department II and can; 
not apply to department I output and to the interre-- 
lations of socialist enterprises until the transition 
to the highest phase of communism is achieved. As: 
long as the law of value is in operation and expen- 
ditures of labor cannot be computed directly in 
working time, the value form of determining expen-+ 
ditures and their commensurability with the results 
of production, cost accounting and commodity and 
monetary relations between the socialist enter- 
prises and organizations will remain. 

The extension of the free sector in the distribu- 
tion of goods and services is the path to the gradua: 
satisfaction of various requirements according to 
needs. It may be said that the satisfaction of part 
of the population’s needs through free distribution 
is to a certain extent equivalent to a general reduc- 
tion of prices. Although the source of a growth of 
public consumption funds as well as of a reduction 
of prices is an increase in social labor productiv- 
ity, a reduction in costs, these are not simply al- 
ternatives — either an extension of the sphere of 
free distribution, or a reduction of prices. The 
socio-economic and, consequently, political tasks 
solved through the extension of the sphere of free 
distribution and a reduction of prices are not at all 
the same. A reduction of prices, like a rise in 
average money wages, tends to increase the fundof 
individual consumption, and that is extremely im- 
portant under conditions of payment according to 
work. But the extension of the sphere of free dis- 
tribution presupposes an all-round increase in the 
public consumption fund and the growing satisfac- 
tion of strictly defined requirements according to 
needs. The fund of individual consumption will in- 
crease along with the growth (at a considerably 
faster rate) of the fund of public consumption as a 
means of the gradual transition to communist meth 
ods of distribution. The elements of the mode dis- 
tribution inherent in the highest phase of commu- 
nism are already maturing and clearly developing 
under socialism, especially under conditions of the 
comprehensive construction of communism. This 
corresponds to the growing role of the advanced i 
technology required by communism and is ensured 
by rising labor productivity. >. 

The increase in the scale of free distribution _ 
applies first of all to the sphere of social and ; 
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ultural services. Education and medical services 

n our country have been provided free, at the ex- 
ense of society, from the very first phase of so- 
alist construction. Along with free education and 
nedical services, the USSR pursues a policy of main- 
aining relatively low prices for mass-produced 
shildren’s goods. The Soviet state takes special 
neasures to make them accessible to all and to give 


hem priority in price reduction. The portion of prof- 


t in the prices of many of these goods is insignifi- 
ant, far below the average level of profit. In addi- 
ion to reducing the prices of children’s goods, the 
state is expanding the network of boarding schools, 
rindergartens and nurseries, with the number of 
s+hildren maintained at the expense of public con- 
sumption funds increasing all the time. 

The Seven-Year plan provides for large-scale con- 
struction of boarding schools, kindergartens and nur- 
series, and for a considerable increase in the num- 
ver Of children in these age-groups to be maintained 
n these institutions at the expense of society. Inthe 
nore distant future the majority of children will be 
naintained at the boarding schools, kindergartens 
ind nurseries at the expense of society. In other 
yvords, most of the food, clothing, footwear, school 
00ks, etc., will be free of charge. The problem of 
ices for this category of the social product will 
hus be eliminated completely. The living standards 
f children, future active members of the commu- 
ist society, will be more or less equal even in the 
arly phase of communism; they will be independent 
f the incomes of the individual categories of work- 
rs or individual families. 

In addition to free medical treatment, in the 
uture there will be free distribution of all medi- 
ines and vitamins. Later on it will apparently be 
ossible to provide free meals at factory canteens 
during the break for meals), and this will be an im- 
ortant element in distribution according to needs. 
Vith time, the free distribution of school books and 
iterature will be supplemented by the free distribu- 
ion of certain other types of mass literature that is 
f special importance for developing the people’s 
ommunist awareness and culture. Material condi- 
ions will also be created for making communal 
ransport facilities and certain places of entertain- 
nent (particularly in clubs and houses of culture) 
ree of charge. 

The utilization of a considerable portion of the 
avings effected through the reduction of social 
roduction costs to increase public consumption 
unds ensures a tremendous rise, on the basis of 
ommunist principles, of people’s living standards. 
‘his is the special significance of the extension of 
he sphere of free distribution as contrasted withan 
ncrease in average wages anda reduction in prices. 


Hitherto it has been considered an axiom that the 
fund of public consumption is derived from the value 
of the surplus product and, by its nature, is part of 
this product. However, in order to determine the 
prospects of growth of the public consumption fund 
correctly and to understand the tendencies and 
laws of this process, we must return to the ques- 
tion of the nature of the public consumption fund 
and the sources of its formation. 

The importance of the public consumption fund in 
raising the workers’ living standards will increase 
systematically. With time this fund will play a de- 
cisive role in ensuring the expanded reproduction 
of manpower and the steady improvement in peo- 
ple’s material well-being and culture. If the public 
consumption fund is formed as a result of the dis- 
tribution of the surplus product and at its expense, 
then a steady increase in the portion of m and ade- 
crease in the portion of v in the value of the social 
product are inevitable in the future. Ultimately 
the portion of v will become a relatively small mag- 
nitude, while the ratio m:v (the rate of surplus prod- 
uct), growing rapidly, will reach vast proportions 
along with a rapid rate of growth of people’s living 
standards. Under these conditions the mass of the 
value of the surplus product will constitute the 
main part of the national income. Hence, it would 
seem, the entire public consumption fund should be 
included in the workers’ primary incomes (in v). 
But this is hardly valid, for the differences be- 
tween the work done by people engaged in material 
production and in the non-productive sphere would 
be eradicated. At the same time, the non-homo- 
geneous character of the public consumption fund 
would manifest itself all the more clearly in the 
future. 

With the extension of the sphere of free distribu- 
tion, the portion of output (especially foodstuffs) in 
the public consumption fund consumed by workers 
(and members of their families) engaged in the 
sphere of material production will increase. Des- 
pite a considerable increase in the number of 
workers engaged in the sphere of social, cultural 
and household services, the share of these people’s 
wages in the public consumption fund will not in- 
crease because of the rise in the share of goods and 
services provided free of charge. Therefore it is 
necessary to divide the public consumption fund in- 
to two parts: (a) the part which is connected with 
the free consumption of material goods by workers 
of the productive sphere and their families (this 
portion of the public consumption fund is similar 
in nature to primary incomes, and its role incover - 
ing labor expenditures will increase); (b) the re- 
maining part of the fund, which will be used to 
remunerate workers engaged in the non-productive 
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sphere. The source of this part is the surplus prod- 
uct. 

With the portion of the public consumption fund in- 
creasing all the time, it would be wrong to under- 
estimate the future importance of a reduction of 
prices in increasing the consumption fund and in 
raising the role of money in the national economy. 

It should be noted that the rate of growth of the pub- 
lic consumption fund and the extent of retail price 
reductions are directly related. The extention ofthe 
sphere of free goods and services will release con- 
siderable sums of the people’s money incomes for 
the purchase of the more expensive and high-quality 
goods and will alter supply anddemand relationships, 
as well as the structure of demand. The growth of 
the people’s purchasing power will depend not only 
on the increase in average wages and in the wage 
fund, but also on the extension of the sphere of free 
distribution. Linked with this is the influence 
exerted by the public consumption fund on supply and 
demand relationships and the movement of prices. 
(15) 

~ In analyzing the question of price reductions and 
their role in the distribution of the national income 
and in raising the people’s living standards, it is 
very important to bear in mind that the policy of low 
prices for many goods and services makes them ac- 
cessible to all. The implementation of this policy, 
closely linked with the utilization and development 
of the public consumption fund, definitely helps to 
reduce differences in workers’ living standards. 
Thus, although rents in the USSR are extremely low 
(Comrade N. S. Khrushchev calls them “symbolic”), 
the Soviet state is spending huge sums to build new 
houses and repair old ones at the expense of the 
public consumption fund. The only basis for im- 
proving the housing conditions of individual families 
and citizens is the degree to which they are provided 
with living space. Practically speaking, it is not a 
question of commodity and money relations, and the 
relationship between the demand and supply of hous- 
ing does not affect rents, which are set by the state. 
When sufficient housing will have been built in the 
USSR, the conditions will have been provided for 
fully satisfying people’s needs for housing and later 
on, probably, for providing them with housing and 
community services free of charge. 

An important role in raising the workers’ living 
standards is played by price reductions for products 
supplied by public catering enterprises. The pri- 
ority reduction in this sphere provided for by the 
21st Congress of the CPSU will favorably affect the 
budgets of workers’ families above all, and lighten 
the work of millions of women. It should be borne 
in mind that the portion of profit in the prices of 
products supplied by public catering establishments 


tions of distribution that certain labor -consumir 
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in mass dining rooms is extremely small — at 
present it does not exceed 0.5 to 0.7%. 

The source of price reductions for these product; 
is a reduction in their costs and in economies ef- 
fected through reductions of production costs ofoth! 
er types of goods and in the general level of social | 
production costs. This means that the public con- 
sumption fund can be used to cover part of the ex- 
penses of public catering. 

Further improvement in workers’ living and cul- 
tural standards are to a large extent connected witl 
the comprehensive electrification of everyday ac- 
tivities. When the total output of power will reach | 
2,300 billion kwh., power consumption for everyday 
needs will increase many times. This increase 
will be stimulated by a considerable reduction in 
production costs and charges for power. (16) 

The social nature of the problem of reducing 
prices in socialist society is dictated by the spe- 
cific economic laws of socialism, not by the law of! 
value. This reduction of prices is not the conse- 
quence of the operation of the law of prices of pro-: 
duction and the average rate of profit which, some | 
economists hold, are inherent in the socialist econ- 
omy. The reduction of value and economies of 
working time and materials are the only source of! 
reducing the working day, raising average wages, 
increasing public consumption funds and reducing 
the prices of goods. Hence, the rate of reduction off 
value will be faster than the rate of reduction in 
retail prices, and this means that there is no direc 
correlation here. This is explained by the fact that 
in addition to the reduction of prices, the increase 
in the consumption fund is linked with the develop- 
ment of other forms of distribution of the national 
income.. The different forms of distribution based 
on the economic laws of socialism cannot help but 
influence the dynamics of prices. : 


Footnotes 


(1) In this connection we must note the com- 
pletely unjustified efforts of D. D. Kondrashev in 
a number of his works to attribute to the author of 
this article a denial of this tendency and of the nee 
for a reform of wholesale prices. : 2 

(2) On the whole, the rate of growth of labor pro 
ductivity is greater than the rate of growth of wage 
Nevertheless, this need not be so far the rate of _ 
growth of wages and labor productivity among lo’ 
and medium-paid groups of workers. This ensure 
a more balanced distribution of the consumption _ 
fund and the elimination of excessive and present ) 
unjustified discrepancies in wages. 

_ (3) It is due to factors bound up with the rela- 
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ranches became unprofitable both before the war 
after the revision of wholesale prices and the aboli- 
ion of budget subsidies in 1936) and in recent years, 
lespite the considerable improvement in the system 
yf wholesale prices of the means of production after 
rice revisions in 1949-1955. 

(4) See Voprosy Ekonomiki, 1960, No. 12, p. 90. 

(5) ibid., p. 93. 

(6) ibid., p. 94. 

(7) Here we put the sign of equality between sur- 
slus profit and differential rent, the appropriation of 
which is linked with private ownership of land and 
mineral riches, with the category of false social 
value in conditions where the law of market value 
slays a regulating role. But, as Marx wrote, landed 
sroperty “is not the cause of the creation of such 
surplus profit, but the cause of its transfor mation in- 
oO the form of ground rent, and therefore of the ap- 
oropriation of this portion of the profit, or commod- 
ity price, by the owner of the land or waterfall” (Cap- 
ital, Vol. I, 1954, p. 660). The excess of the mar- 
set price of agricultural products over their real 
orice of production occurs on the basis of the capi- 
alist mode of production; it is the consequence of 
she law of value and asserts itself “through competi- 
ion; the latter creates a false social value.” In this 
connection Marx wrote: “...It is equally wrong to say 
hat the value of products would remain the same if 
sapitalist production were superseded by associa- 
ion” (ibid., p. 674). 

(8) Voprosy Ekonomiki, 1960, No. 12, p. 99. 

(9) ibid., p. 103. 

(10) The solution of the task of fully satisfying the 
srowing demand of the population will eliminate the 
unfavorable influence which the law of value usually 
sxerts when there is a shortage of certain commodi- 
ies on the market. The development of the produc- 
‘ion of consumer goods more rapidly than the grow- 
ng demand of the population will ensure a positive 
yalance of the monetary incomes and expenditures of 
he population, reserves to influence the market, 
will considerably enhance the role of planned price 
ormation, increase the possibilities of reducing 
xrices and further strengthening the purchasing pow- 
ar of the ruble. 
(11) Thus, according to approximate estimates, if 
srices are set on the basis of prices of production 
in increase of the coal price by 4/5 is connected 
vith profit, of machines — by about 2/3, etc. The 
nost profitable will be the coal industry, hydro- 
ower stations, production of spirits, etc.; the least 
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profitable — the gas industry, thermal power plants 
the output of synthetic alcohol and plastics, the 
aluminium industry, etc. 

In the case of a single rate of profit (in relation 
to the funds advanced) there will be a relative in- 
crease in the prices of plastics and a decrease in 
the prices of timber, inasmuch as the so-called 
Specific capital investments per cubic meter of 
timber and sawn timber are much smaller than 
those per cubic meter of polypropilene. A single 
rate of profit weakens the “competitive power” of 
many types of plastics compared to zinc and lead. 
Per cubic meter some plastics require greater out- 
lays than aluminium. There will be a change, but 
not in favor of the expanded productive consumption 
of the most effective and economical building mate- 
rials, in the relationship between the prices of re- 
inforced concrete structures and details (of all 
types of prefabricated structures) and the level of 
prices of bricks, timber and metals. 

(12) This version is backed by a wrongly calcu- 
lated and sharply underestimated index of whole- 
sale industrial prices, which has become widely 
used recently. 

(13) The overwhelming bulk of the turnover tax. 
is levied on the above-mentioned commodities. 

(14) The “uneven distribution” of the turnover 
tax is determined by its very nature, and on the ba- 
sis of this certain economists (including Academi- 
cian Nemchinov) are prone to conclude that we have 
a two-scale system of prices. Hence the proposal 
to “average” and abolish the “one-sidedness” in 
the levying of the turnover tax and to establish a 
single average rate of profit. At the same time 
these economists, adducing their principle of de- 
termining the prices of concrete types of commodi- 
ties, recommend that we limit the price revision 
only to the wholesale prices of heavy industry goods, 
and not all of them at that. 

(15) Broad prospects for reducing retail prices 
are linked with a more rapid rate of growth of agri- 
culture and of consumer goods output than of the 
increase in the people’s purchasing power, as well 
as with a considerable reduction in the cost ofagri- 
cultural produce. 

(16) It should be pointed out that the present 
charges for electric power for household needs are 
not equivalent to the prices of kerosene, wood, gas 
and steam. Therefore when electric power re- 
places other types of fuel there will be a need to 
revise the charges for it. 
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E. KAPUSTIN: 


Some Problems of Further Improving 


of the Wage System 


The tasks set by the 21st Congress of the CPSUin 
the sphere of regulating wages are being success- 
fully accomplished. 

This regulation is directed, first of all, toward 
eliminating unjustified differences between the wages 
of low-paid and high-paid workers chiefly by raising 
the minimum wages which were established in 1956, 
to 40-45 rubles a month, the basic rates of workers 
of the lower categories in heavy industry to 45-74 
rubles, in construction -- to 56 rubles, and in the 
main branches of the light and food industries — to 
45-54 rubles. If we bear in mind that with the intro- 
duction of new terms of payment for work the basic 
wage rate amounts to 75-85% of the workers’ earn- 
ings as a rule, the actual earnings will be still 
higher. The basic rates and wages of workers inthe 
middle brackets are also being considerably raised. 

The number of workers with a monthly wage of up 
to 60 rubles dropped by more than 50% after wages 
were adjusted in the coal, iron and steel, chemical, 
and cement industries, as well as in enterprises pro- 
ducing articles and parts of concrete and reinforced 
concrete. In ferrous metallurgy and the cement in- 
dustry the number of time-workers with a wage of 
~up to 50 rubles a month dropped to less than a fourth 
of what it had been. The abolition of taxes which has 
already begun also means an increase in actual 
wages, 

The main task of regulating wages are also re- 

_ flected in the organization of wage scales, the sys- 
tem of salary rates and the bonus system. In the 
new wage scales the ratio of the wages of the highest 
to the lowest categories is reduced as a rule from 
2.5-3.5:1 to 1.8-2.0:1. The gaps between the lowest 
and highest salary rates of engineers and technicians 
have also been reduced. The new bonus regulations 
have done away with the numerous forms of re- 
warding personnel for one and the same index, as 
well as with the payment of exorbitantly large bo- 


nuses for criteria of secondary importance. Further- 


more, the percentage of bonuses in relation to the 
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salary rates of all administrative, engineering and | 
technical personnel who are rewarded for the same‘ 
indices has been unified. The maximum bonuses 
have been somewhat reduced. Certain excesses 
which were permitted in connection with the re- 
gional regulation of wages and their organization act 
cording to the departmental principle have also beer 
eliminated. 

The existence of a multitude of wage conditionsis 
now being ended in accordance with the branch prin- 
ciple, and uniform wage scales, basic wage and 
salary rates are being established. There will be 
12 wage scales instead of the approximate 1,900 
scales existing previously. The number of differen 
basic wage rates is being reduced from several 
thousand to about 43 (the different rates depending 
on the conditions of work and forms of payment. 
The number of salary rate schedules has been re- 
duced from 700 to 30-35. 

The classification of jobs and the distribution of 
workers according to wage scale categories are 
based on the new branch job classification hand- 
books, and for workers of related trades — on the 
Uniform Job Classification Handbook. 

For most branches of industry differences in ba- 
Sic rates have beenestablished depending on the 
conditions of work. For instance, in underground 
work basic rates are about 20 to 25% higher than 
for similar work on the surface of mines and pits. 
In sections where the temperature is high and the 
work is difficult, as well as in sections where work 
ing conditions are harmful, wage rates are from 
10 to 15% higher, and where the work is especially 
difficult, about 15 to 20% higher. 

The State Committee on Labor and Wages and th 
All-Union Central Council of Trade Unions have © 
approved a uniform list of jobs which are paid ac- 
cording to these higher rates. 

Uniform salary schedules based on the types of 
work done by enterprises, shops and sections are 
established for engineers and technicians. 
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employees of enterprises are paid according to two 
ystems of salary rates in heavy industry, and also 
tt enterprises of the light and food industries. 

In the earnings of piece-workers the share of 
asic rates is being raised from 45-50 to 70-75%, 
ind in the earnings of time workers — to 80-85%. 
Phis, in the main, creates the necessary conditions 
or the extensive introduction of technically sub- 
sttantiated output quotas and for considerably in- 
‘reasing the influence of all ements of the wage sys- 
em on the workers’ earnings. For instance, in the 
laSic production of the iron and steel industry the 
share of basic rates in the earnings of piece- 
vorkers increased from 54 to 74%, and of time- 
vorkers — from 72 to 88%; in the chemical industry 
he respective figures are from 45 to 73% and from 
12 to 88%. At the same time the range of fluctuation 
4 the share of basic rates in earnings according to 
ranches of industry decreased. 

The higher basic rates create favorable condi- 
ions for the introduction of technically substantiated 
yutput quotas and, on this basis, an improvement in 
he organization of quota setting. For instance, by 
\pril 1960 technically substantiated output quotas in 
he coal industry constituted 79% of all existing 
juotas, in the iron and steel industry — 75%, in non- 
errous metallurgy — 74%, in the oil extracting in- 
ustry — 73%, in the building materials industry — 
2%, in the chemical industry — 69%, and in the oil 
efining industry — 64%. The result was that the 
xoOrbitantly high level of overfulfillment of output 
juotas (150 to 200% and more) by most workers was 
nded. For instance, in March 1960 the output 
uotas were fulfilled on the average by 107% in the 
il extracting industry, by 108% in oil refining indus- 
ry, and by 111% in the chemical industry. 

Further improvements in the organization of 
yvages were reflected in the elaboration and applica- 
ion of the most effective wage systems, as well as 
n improvements in the application of their piece- 
york form. With the liquidation of fictitious piece- 
york, which was formerly widely in effect in a num- 
er of branches of industry — especially in the 
hemical industry — the proportion of piece workers 
lecreased somewhat. The progressive piece-rate 
stem, which was very unclear to the workers and 
conomically ineffective, has been almost complete- 
y eliminated, and it has been replaced by a system 
f bonuses for quantitative and qualitative indices 
f work. In particular, it has been replaced by the 
ollective rewarding of workers for the fulfillment 
nd overfulfillment of production assignments. 

The piece-rate-plus-bonus system and the time- 
ate-plus bonus system are becoming the basic ones 
n industry. Collective forms of pay based on the 
inal results of production are being widely used. At 


present the bonus system embraces most of the 
workers. A new bonus system has been established 
for engineers and technicians in some branches 
which stimulates the fulfillment and overfulfillment 
of the plan for reducing production costs, as wellas 
the plan for the volume of output. In order to ac- 
celerate technical progress, beginning in January 
1961 a system of material incentives for engineers, 
technicians, workers and employees has been intro- 
duced for the elaboration and application of new 
technique and technology of production. 

The improvements in the organization of wages 
system have increased the material incentive of 
workers to raise labor productivity, lower produc- 
tion costs, and to fulfill and overfulfill production 
assignments. Taking industry as a whole, labor 
productivity increased by 6.4% in the first half of 
1960 as compared with the same period of 1959. In 
the coal industry the increase in the average month- 
ly labor productivity of the workers amounted to 
6.2% in the first half of 1960, instead of 1.3% in1956. 
The increase in coal production in 1960 was achieved 
through an increase in labor productivity alone. In 
the iron and steel industry in two years of work 
under the new conditions of pay and the shorter 
working day the average monthly labor productivity 
increased by 13.7%. At 416 machine-building enter - 
prises which employ about 700,000 workers, the in- 
crease in gross output in the first quarter of 1960 
amounted to 19.6%, labor productivity increased by 
10.5%, and wages by 5.5%. As compared with 1959 
the hourly labor productivity increased by more 
than 10% during the year in industry, including 12% 
in the fourth quarter. 

However it would be wrong to think that with the 
completion of wage adjustments the tasks of further 
improving wage organization are no longer urgent. 
The technique and technology of production, as well 
as the organization of production and work are con- 
stantly being improved, with the result that certain 
changes must be introduced in the organization of 
the wages of workers and employees. Technical 
progress produces changes in the skill and occupa- 
tional composition of workers and employees. The 
general educational level and production training 
of the youth are improving. The working and living 
conditions of workers and employees are changing, 
etc. 

Improvements in the organization of the wage 
system should reflect the problems that ensue from 
the tasks of the comprehensive building of commu- 
nism: educating the new man of the communist so- 
ciety, a man for whom work becomes the primary 
vital need; stimulating the combination of trades 
and the mastery of allied trades, which broadens 
the outlook and creative interest in work and 
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contributes to the gradual eradication of essential 
differences between intellectual and physical work, 
and leads to the liquidation of that division of labor 
which enslaves man and which was inherited from 
capitalism. 

The need for further improving the organization of 
the wage system stems from the need to strengthen 
the material interest of workers in the results of 
their labor in order to accelerate the pace of social 


production and to satisfy the needs of the people more 


fully. It also stems from the tasks of intensifying 
the communist upbringing of the working people. 

In accordance with the decisions of the 21st Con- 
gress of the CPSU, important changes will be intro- 
duced between 1963 and 1965 in those aspects of the 
organization of wages which were established in the 
course of the wage adjustments. In this period the 
minimum wages are to be increased by 10 to 15 ru- 
bles and brought up to 50 to 60 rubles a month. At 
the same time a certain rise in the wages of middle 
bracket workers and employees is also provided. 
Therefore the wages of workers inthe lower brackets 
must be substantially raised. Whereas the wage 
rates of workers in the higher brackets will be 
changed only to the extent that this is necessary to 
continually ensure a normal ratio of basic rates to 
the actual earnings of workers, the wage ratios be- 
tween the lowest and highest brackets in the wage 
scales will be considerably reduced. We will actu- 
ally have new wage scales which will be different 
from those that were introduced when wages were 
adjusted in the period 1958 to 1962. The rise in the 

_rates of workers in the middle brackets all the more 
will pose the task of changing the wage scales intro- 
duced during the wage adjustments. An increase in 
the minimum salary rates and some increase in the 
wages of engineers, technicians, and office employ- 
ees in the middle brackets will obviously call for the 
introduction of certain changes in the system of 
salary rates as well. 

Thus the decisions of the 21st Congress of the 
CPSU already require the introduction of substantial 
changes in the basic wage rate systems which were 
established when wages were adjusted as a whole, 
and in the salary schedules of engineers, techni- 
cians, and office employees. 

On this basis it becomes possible to further im- 
prove the organization of the wage system in the pe- 
riod 1963 to 1965, and this improvement can be con- 
tinued over a longer period, when the wage level 
will be even higher. In our opinion a great deal of 
attention must be paid to changing the basic rate 
system for workers and the system of salary rates 

_ for managerial personnel, engineers, technicians, 

and office workers. It must be borne in mind that 
the methods and periods required for the 
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reorganization of the various aspects of the wage 
system cannot be identical. The output quotas mus: 
constantly be improved on the basis of organiza- 
tional and technical measures which make for aris 
in labor productivity. With the development of pro. 
duction technology and the organization of labor, 
necessary changes should be introduced in the form 
and systems of payment. For instance, the time- 
rate method, the collective piece-rate method, and: 
bonuses for improving qualitative indices are be- 
coming more widespread; the size of bonuses paid | 
to individual groups of workers are changing, etc. 
All of these are put into effect by the enterprises 
on the basis of methods and instructions which are: 
drawn up in a centralized manner. Thus, with the 
exception of standard bonus regulations, the defect: 
can be quickly corrected directly at the enterprise: 

The situation is different insofar as changes in 
the basic rate system are concerned. This sys- 
tem serves as a lever for the state regulation of 
the wages of workers and employees. All wage 
scales, rates, job classification catalogues and sys: 
tems of salary rates are established in a central- 
ized manner. It follows therefore that no correc- 
tions, changes and additions can, as a rule, be 
introduced in these directly at the enterprises. 
That is why changes in the wage rate system for 
workers and in the salary rate system for employ- 
ees are introduced usually after a relatively long 
period of time. This is also connected with the 
tasks of intra-branch, inter-branch, and inter- 
regional regulation of wages, tasks which require 
that changes in the wage rate system be made not 
for individual enterprises, and not even for indi-— 
vidual branches of industry, but for branches of the 
national economy or even for the entire national 
economy. 

A most important question in any improvement — 
of the wage rate system is that of ensuring uni- 
formity in the payment for work depending on the 
skills required, in other words, ensuring uniformit 
in the classification of all jobs on the basis of the 
complexity of their fulfillment. At present the regi 
lation of wages creates uniformity in the classifica 
tion of jobs by introducing uniform wage scales for 
the branches of industry and job classification cat; 
logues which are uSed at all the enterprises of the 
given branch of industry without exception. A cer- 
tain inter-branch uniformity in classifying similar 
jobs is also ensured on the basis of the Uniform 
Job Classification Handbook for workers in rela 
trades. All of this has destroyed departmental _ 
barriers in classifying jobs and has eliminated t 
completely unjustified diversity in payments for 
Similar work. ; 

However, this problem of creating uniformity 
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1e payment for all work, depending on the degree of 
omplexity of its fulfillment, has not yet been fully 
olved for the national economy as a whole. The 
ame category of work performed by workers in dif- 
erent branches does not yet mean that this work is 
Jentical in the complexity of its fulfillment. Work 

f the same complexity, even when the methods used 
1 establishing job classifications are the same, can 
e assigned to different wage grades in two branches 
f industry simply because these branches have wage 
cales with a different number of wage grades. If a 
even-grade wage scale is fixed for one branch and 
six-category for another, then even if there is uni- 
Irmity in the methods of evaluating jobs from the 
oint of view of the complexity of their fulfillment, 
hen job classification catalogues are prepared the 
10st difficult work will be included in the seventh 
age grade in one branch of industry, and in the 
ixth in the other. Such a discrepancy may arise 
espite the fact that the work may be alike in the 
omplexity of its fulfillment, or it may even happen 
iat the work which, in one branch of industry is 
lassified in the sixth wage grade, may be more dif- 
cult and may require greater skill on the part of 

1e worker than work which , in another branch of 
idustry, is given a seventh wage grade rating. 

Thus the material incentives of workers of differ - 
nt branches of industry to raise their skills will 
ndoubtedly differ, especially if we consider that 
ven where there are the same number of wage 
rades in a scale the differentials between adjoining 
age rates may differ. 

Therefore if the very wage scales lack the neces- 
ary uniformity, the branch job classification cata- 
yues — regardless of the methods used — will not 
e able to ensure uniformity in the classification of 
ll jobs among wage grades in industry, and especi- 
lly in the entire national economy. The solution of 
is problem is particularly important inasmuch as 
ie centralized regulation of wages in the entire na- 
onal economy is made difficult if there is no uni- 
rmity in the classification of jobs among wage 
rades. It will be impossible to analyze with suffi- 
ient precision the wage relationships by branches 
‘industry, regions, skill groups, etc. We cannot 
ssert that work of similar complexity in various 
ranches of industry is paid differently simply on 
e basis of the special working conditions in the 
ven branch or because of its national economic sig- 
ficance. It is possible that mistakes have been 
ade in assessing the complexity of the work, which, 
‘turn, makes it difficult to observe the principle of 
yual pay for work of equal complexity. 

Jt seems to us that the most correct ways of es- 
blishing uniformity in the payment for work is the 
tional economy according to its complexity are as 


follows: first, to draw up and introduce a uniform 
wage scale; second, to apply branch job classifica- 
tion catalogues compiled on the basis of uniform 
methods of distributing jobs according to the com- 
plexity of their fulfillment; and third, the creation 
of a uniform schedule of salary rates and job spe- 
cifications for engineers, technicians, and office 
employees. 

The eradication of departmental confusion in the 
organization of payment for work and the establish- 
ment of uniformity within the branches of industry 
have created the necessary conditions for the solu- 
tion of these urgent problems. 

As a result of the experience acquired in elabora 
ting and introducing the Uniform Job Classification 
Catalogues for workers of related trades, it is 
much easier to devise uniform methods for pre- 
paring branch job classification catalogues. The 
main difficulty now is that of correctly comparing, 
from the point of view of their complexity, jobs 
which are specific to the various branches. We 
have actually already done such work in preparing 
the branch catalogues and especially the Uniform 
Job Classification Catalogue for workers of related 
trades. Even the old departmental catalogues con- 
tained, to a certain extent, comparisons of different 
jobs which are characteristic of the various bran- 
ches of industry. For instance, the catalogue of the 
former Ministry of the Electrotechnical Industry, 
which was based on an eight-grade wage scale, in- 
cluded the most diverse types of work: casting in 
foundry work, winding work, the pressing of plas- 
tics, the adjusting of automatic metal-cutting 
lathes, etc. 

The elaboration of a scientific method for com- 
paring various types of work according to their 
complexity is an important problem. As we know, 
there are two views on this question. One is that it 
is necessary to use the analytic method, on the ba- 
sis of which the Uniform Job Classification Cata- 
logue for workers of related trades was prepared. 
The essence of this method is that the working proc- 
ess is split up into the separate working functions 
which are inherent, to one or another degree, in any 
form of concrete work. The working functions and 
the factors that constitute the labor process are 
evaluated according to a point system depending 
upon their complexity, and this evaluation is used 
to rate the complexity of the whole job. The main 
and, as yet, insuperable defect of this method is 
that the determination of the relative weight of one 
or another work function or factor in the point 
score cannot be scientifically substantiated. It is 
decided in an experimental way in every concrete 
case, depending on the group of jobs and, especially, 
the branch of industry. We can check up only 


empirically on how correctly the relative weights of 
the functions have been established. This is done by 
asking whether they provide a distribution of jobs 


according to complexity which corresponds to our ex- 


pectations and experience. 

Within individual groups of jobs which are similar 
in their technology this method gives more or less 
correct results in the distribution of jobs according 
to their complexity. However when we have tocom- 
pare jobs which are specific to the various branches 
of industry, we come across the kind of difficulties 
which often make us turn to workers with practical 
experience in order to evaluate the complexity of the 
jobs. 

; According to the other view, it is proposed that 
the chief method used be one which is based on the 
time necessary to train a worker capable of doing 
this job. At first glance this seems to be the most 
correct and the simplest method. Indeed, in order 
to compare any objects and phenomena it is neces- 
sary that they have something in common. Various 
types of jobs differ from one another in the specific 
methods of work, in their concrete aspect. If we 
wish to compare them according to their complexity, 
what they have in common is that the worker must 
have a certain amount of training to perform any job: 
he must have a general and specialized education, 
work experience, i.e., in the final analysis a certain 
amount of time must be spent to train a worker ca- 
pable of fulfilling the given job. Thus the problem 
consists of determining the training time necessary 
for the performance of one or another concrete job. 
But we do not yet have scientifically elaborated 
coefficients for reducing to a uniform index the time 
necessary to receive general and specialized educa- 
tion and work experience. We have not yet been able 
to obtain any results from our attempts to ascertain 
stable quantitative relationships between these three 
elements in training skilled workers, although we 
have analyzed a considerable number of job classi- 
fication and vocational-skill records which were 
filled out at enterprises. The question is also com- 
plicated by the fact that in different age groups the 
combination of these factors is quite different. The 
amount of work experience is greatly effected by the 
specific features of selecting the staffs in the vari- 
ous enterprises, branches and regions, the specific 
features of the technical equipment of enterprises, 
and the fact that the period of specialized vocational 
education of workers is not defined with sufficient 
exactness. We give an example of a comparison of 
the amount of work experience of steel smelters of 
three enterprises, the Petrovskii and Dzerzhinskii 
plants (the Dnepropetrovsk Economic Council), and 
the Nizhnii Tagil Iron and Steel Combine (the work 
experience given here does not include the time 


PROBLEMS OF ECONOMI 


spent in studying at industrial training and trade 
schools (see table shown on the following page). 

As we can see from the following data, it is ex- 
tremely difficult to deduce any definite regulations 
in the combination of work experience and general 
and specialized education among workers inthe 
same trade and the same wage grade. There is all 
so little hope that it may be possible to do this wit) 
mass-scale material. It is even more difficult to | 
do this by comparing various trades. 

It follows therefore that there is still very im- 
portant work to be done before it will be possiblet: 
apply in practice the method of comparing the com 
plexity of jobs on the basis of the time spent on 
training the workers. 

In the immediate future it will apparently be 
necessary to apply to so-called analytic method tox 
gether with the method based on comparing jobs 
according to the time spent on training workers ca 
pable of performing them adequately. 

The introduction of a uniform wage scale insteaa 
of the branch scales which were established in the: 
course of adjusting wages should constitute a new 
stage. In this connection the following basic prob- 
lems must be solved first of all: what is the large: 
number of wage grades which should be set in this: 
wage scale in order that their number be sufficien' 
to differentiate jobs according to their complexity; 
what grades in this wage scale will apply to the va: 
ious branches of industry; what should the highest 
coefficient in the wage scale be in order to ensure 
on the one hand, a maximum reduction in the gap 
between the wages of the lowest and highest cate- 
gories, and on the other hand, the necessary mate- 
rial incentives for workers to advance tothe highes 
categories on the basis of a rise in skills? 

Naturally, the replies to these questions will de- 
pend on the period during which a uniform wage 
scale is introduced. This wage scale will, of 
course, continue to be improved as conditions 
change. 

In order to solve these problems the Labor Re- 
search Institute, with the help of workers of the in 
spection commissions of the State Committee on 
Labor and Wages, and with the workers of the eco: 
nomic councils and enterprises, selected the most 
difficult types of jobs in 18 branches of industry. 
Then they compared these jobs by relating them, 
from the point of view of complexity, to jobs in ms 
chine-building, an industry with a six-grade wage 
scale. ; 

Machine-building was taken as the basis for suc 
a comparison inasmuch as at enterprises of any il 
dustry we will inevitably encounter, in one degr 
or another, metal-working and machine-building 
jobs, and the technologists and personnel — 
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Work experience before 
receiving highest wage 
grade (in months) 


Name 
of worker 


Time spent in 
this trade 


General 
education 
(No. of 
years) 


Vocational and tech- 
nical education before 
receiving highest 

wage grade 


Petrovskii Plant 


11 
Ri 


69 


Finished college — 5 years 

Factory school — 6 months 
Specialized secondary 
school — 5 years 

Finished college — 5 years 


’ 


Dzerzhinskii Plant 


49 
153 
63 
15 


ith labor and wages in any branch have a clear idea 
the complexity and variety of machine-building 
bs. This is all the more true since the bulk of the 
bs which are classified in the Job Classification 
atalogue for related trades are machine-building 
bs, and in the machine-building industry itself a 
rge number of workers are employed, whose wages 
e somewhere between the high wage level in the 
w-material branches of heavy industry and the 
west level in the branches of the light and food in- 
istry. 

In comparing the complexity of jobs, the work of 
echanics on the repair of equipment, a trade to be 
und in all branches of industry, was selected as 

e “stepping-stone” from jobs which are specific to 
e given industry to machine-building jobs. A con- 
derable number of job classification and vocation- 
-skill records were filled out for these jobs in 


Trade school — 18 months 


Finished college — 5 years 


Factory school — 6 months, 
courses — 12 months 
Factory school — 6 months 
Trade school — 24 months 
Factory school - 6 months, 
courses — 20 months 
Factory school — 6 months 
Trade school — 18 months 
Factory school — 6 months | 


Trade School — 23 months 


every branch of industry, in addition to the records 
drawn up for specific trades and types of work. 
The research was conducted in the Leningrad, Dne- 
propetrovsk and Sverdlovsk Economic Councils. 
The evaluation of the complexity of the jobs by ex- 
perts served as the basis for determining their 
places in the six-grade wage scale which has been 
ratified for machine-building enterprises. 

During the study it was discovered that the most 
complex jobs which are specific to the branches of 
industry investigated are, as a rule, on the same 
level as the most complex jobs in machine-building, 
or below that level. Only in a few branches were 
some types of work considered more complex than 
the jobs which, in machine-building, are classified 
in the sixth wage grade. It can thus be stated that 
there are no jobs, hardly any jobs, in the national 
economy which are more complex than those 
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in the highest wage grade in machine-building. 

As the introduction of new conditions of payment 
for work in machine-building and the application of 
the Uniform Job Classification Catalogue for work- 
ers of related professions show, Six grades in the 
wage scale are fully sufficient to differentiate jobs 
in machine-building and metal-working according to 
the degree of their complexity. 

Insofar as the other branches of industry are con- 
cerned, the six-grade wage scale is being success- 
fully appliedin most of those in which the range of 
differences between the simple and the most complex 
types of work is approximately the same as in ma- 
chine-building. In our view it seems undesirable to 
establish a larger number of grades in a uniform 
wage scale, inasmuch as reducing the difference be- 
tween the wages of adjoining grades would have a 
negative effect on the material incentives of workers 
to raise their skills in order to advance to a higher 
grade. An increase in minimum wages will mean a 
further narrowing of differences between the lowest 
and highest wage rates. Whereas, after the wage 
adjustments these differences were, as a rule,1:1.8 
and 1:2.0, after the introduction of a new, higher 
minimum, the differences will apparently be reduced 
to 1:1.6 and 1:1.8. If six grades are used the wage 
rate difference between adjoining grades will be 
about 10 or 12%. Experience shows that it would be 
wrong to reduce further the difference between the 


adjoining grades. Thus, even at the end of the seven- 


year period, to say nothing of the more distant fu- 
ture, it is most feasible to have six grades in a uni- 
form wage scale. True, in certain branches in 
which a definite level of skill has become part of a 
definite trade, sub-grades may haveto be established 
in exceptional cases in order to establish particular 
wage levels for certain trades. However this will 
not impede uniformity in classifying jobs in the na- 
tional economy according to their complexity, for a 
given wage grade in any branch of industry will sig- 
nify approximately the same job complexity and, 
therefore, about the same time required to train a 
worker (with the same general-educational back- 
ground). This, in turn, will contribute to a more 
sound approach in determining the time needed to 
train skilled workers for one or another trade and 
Specialty. : 

It must be borne in mind that the application of a 
uniform six-grade wage scale by no means signifies 
that all branches of industry must absolutely apply 
all six grades. On the contrary, those branches in 
which specific types of jobs are clearly below the 
level of the most complex types of work classified 
in the sixth grade, may have only five or even four 
grades. Thus the role of a uniform wage scale is 
primarily that of establishing a uniform criterion 
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for measuring the complexity of work in any brancl 
of industry and the national economy. The grades | 
in this uniform wage scale will indeed be a sort of 
criterion in the approach to the payment for any 
work from the viewpoint of its complexity, i.e., the 
time required to train a worker capable of per- 
for ming the given job. 

Of course when we speak of distributing the 
branches according to categories of a uniform wa 
scale, we refer only to the classification of jobs 
characteristic of a given branch of industry. Re- 
lated jobs in any branch can cover all six grades 0; 
this uniform scale. : 

It should be noted that the increasing role of 
technical progress, the rapid pace of technical 
change in certain branches of the light and food in- 
dustry, agriculture and the extractive industries 
will gradually lead to a reduction in the types of 
jobs which are specific to given branches and to am 
increase in related jobs which are characteristic 0: 
many, if not of all branches. This, by the way, wil: 
constitute one of the bases for marked changes in 
the division of labor and the creation of prerequi- 
sites for man to change the sphere of his activity. 

As minimum wages are further raised and the 
gap between lower and higher wages is steadily de- 
creased, the question of reducing the number of 
grades in the uniform wage scale even more will 
arise. It seems to us that the correct way to handl 
this will be to combine the lower grades instead of 
reducing the total number of grades and completely 
redistributing all jobs among the grades of the wag 
scale. The advisability of this decision stems fron 
the radical changes which are planned in the skill 
composition of workers. In the future, youth with 
an eight-year education and certain production 
skills and habits acquired during their studies in 
school will be entering work in industry. Such a _ 
worker will be able successfully to do the work 
classified in the first, second and, later, the highe: 
grades. In neither case will there be any substan- 
tial differences in the time required to train the 
young worker. Thus there will be no grounds for 
dividing the work into two different grades. 

We must also remember that accelerated techni: 
cal progress and, in particular, the extensive intr 
duction of all-round mechanization of the produc-_ 
tion processes will result in a sharp decline in the 
types of jobs which require simple, unskilled labo: 
This will facilitate even more the task of combinin 
the first two grades. According to the Uniform Jo 
Classification Catalogue for workers of related — 
trades, the first grade includes not only those type 
of jobs which do not require any training, but also 
those which can be performed by workers who ha’ 
a certain amount of general and specialized trainit 
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t would therefore be theoretically correct in the 
uture to combine the first and second grades into 
ne, and to pay them the same amount. Apparently 
his process of reducing the number of grades in 

he wage scales by combining the lower grades will 
e continued in the future. This will make it possi- 
le to reduce the gap between the lower and higher 
jage rates and the remuneration of low and high- 
aid personnel. 

The combination of the lower grades is also of 
pecial significance from the standpoint of an eco- 
Omical and most rational expenditure of funds allo- 
ated for raising the wages of workers in the lower 
nd middle brackets. Most of the funds, in this con- 
ection, go to the lower-paid personnel. 

However in most branches of industry and the na- 
ional economy it will be impossible to apply this 
aethod in the immediate future, in particular in 
963-1965, inasmuch as when wages in the lower 
rades are adjusted most workers, especially in such 
ranches as machine-building, will be concentrated 
n the lower grades. More than one third of all 
jorkers will be in the first two grades. Sucha level- 
ing of wages will hardly be justified in the immedi- 
te future. Therefore a further reduction in the 
umber of grades in the wage scale by combining the 
»wer grades can be applied only in the more distant 
iture. 

At the same time it is desirable, even during the 
urrent seven-year period, to combine the lowest 
wo grades in those branches (ferrous and non- 
srrous metallurgy, the chemical industry, and sev- 
ral others) where this was not done when wages 
rere being adjusted, for in these branches new wage 
onditions were introduced before the decision on 
aising minimum wages to 40-45 rubles a month. 

The national economic significance of branches is 
uken into consideration when wages are being es- 
iblished and regulated. Higher wages in the leading 
ranches of heavy industry are designed to create 
onditions there for attracting and keeping the best 
orkers. Both the basic wage rate system and the 
onus system are used for this purpose. 

The establishment of substantial differences in 
ayment for work depending on the national econom- 
: significance of the branch of industry is an objec- 
ve necessity under conditions of shortages of 
killed labor. Today the situation as regards the 
aining and supplying of heavy industry with man- 
ywer has changed considerably as compared with 
1e period of the first five-year plans. Exceptions 
this are certain raw-material branches of heavy 
dustry, where the turnover of workers is stillhigh. 
owever, this stems from the more difficult work- 
conditions in these branches, differences which 
ust be reflected in wages. 
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The problem of labor supply has now acquired, 
in the main, a regional rather than a branch charac- 
ter. Difficulties are encountered chiefly inattract- 
ing and keeping workers in the eastern and northern 
parts of the country. True, it is the branches of 
heavy industry which are being chiefly developed in 
these areas. However, it is advisable to attract 
and retain workers in these branches not by paying 
them higher wages, but by ensuring the all-round 
development of these areas, by greatly extending 
housing construction, by providing large payments 
and benefits from the public funds to workers in 
these distant and sparsely populated areas. 

There is no doubt that the growth of workers’ 
skills and the greater moral stimuli to work will 
make it possible in the future to reduce considera- 
bly the differences in wages based on the national 
economic significance of the branches of industry. 
At the same time this will bring the wages of 
workers still closer together. 

This task cannot be accomplished in a short pe- 
riod, for it would require simultaneously a con- 
siderable rise in the wages of workers in the light 
and food industries, or a corresponding decline in 
the wages of workers in the branches of heavy in- 
dustry, something that is unacceptable. These 
problems can be solved only gradually, as minimum 
wages are raised and also as the wages of workers 
in the middle brackets are also somewhat in- 
creased. 

A reduction in differences in wages depending on 
the national economic significance of the industries 
can be ensured, first of all, by introducing a uni- 
form wage scale with identical ratios of extreme 
rates for all branches of industry, and also by some 
reduction in the basic rate differentials for the first 
grade for the branches of industry and the national 
economy. 

In socialist industry various supplements and 
special allowances are in effect. These are 
designed to compensate workers for additional ex- 
penditures of energy when working under unfavora- 
ble and harmful conditions. A correction factor is 
used to increase the time quota for work which de- 
viates from normal conditions. Additional rest 
periods are in effect, a shortened working day, 
additional vacations, and also special food, etc. 
Bonuses expressed in percentage of basic rates or 
simply as higher rates are established for workers 
with difficult working conditions. In principle, all 
these bonuses and allowances are meant to com- 
pensate for the increased loss of muscular andner- 
vous energy by people working under more difficult 
conditions as compared with the usual normalones. 

It is our opinion that it would be more correct to 
compensate for additional labor expenditures under 
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conditions that are harmful to the health of the per- 
son not in the form of money, which in most cases 
cannot help to restore the health and efficiency of 
the person, but by reducing the length of the working 
day and by giving the workers additional vacations, 
providing periodic changes of activity, additional 
rest periods, special food, etc. Money can be used 
in individual cases only to compensate for the ex- 
penditure of energy in work that is physically more 
difficult if, for instance, the people cannot be pro- 
vided with food in the enterprise’s dining room. The 
task, then, is to elaborate a scientific method of dis- 
tributing all jobs according to the conditions of work, 
determining the influence of these conditions on the 
person’s health, and regulating the above mentioned 
forms of compensation. Of course the amount of this 
compensation should be the same regardless of the 
grade of the worker or the grade of the work per- 
formed. 

But this is not enough. A correct, planned distri- 
bution of manpower according to trades, types of 
production, and branches of industry and the national 
economy requires ensuring not only the compensa- 
tion but also the material interest of workers in their 
jobs under conditions which deviate from the normal. 
This is necessary as long as such conditions of work 
still exist because of technical reasons. 

Apparently the most effective method of creating 
this material incentive is to raise basic rates by a 
certain percentage. This is now being done. This 
method creates a material incentive among workers 
of any grade, whereas a supplement of a constant ab- 
solute amount, while creating a material incentive 
for workers of the lower brackets will not provide 
this incentive for workers in the higher ones, or will 
result in bringing the wage levels of workers of the 
lower and higher brackets that work under difficult 
conditions closer together, and unnecessarily so. 

It is also desirable to apply this system of jobs 
which, for technical and organizational reasons, do 
not yet hold out any promise for the worker (where 
he cannot hope to raise his skills and wage grade, 
and hence — his wages) or which are performed un- 
der difficult, even if not harmful conditions. We 
must provide the proper material incentive for work- 
ers On Such jobs so long as they exist or are not radi- 
cally changed on the basis of the all-round mechani- 
zation and automation of industry. 

As the organization of wages is further improved, 
the following question also arises: should additional 
payments for difficult working conditions be increased 
or, on the contrary, should they be decreased? With 
the mechanization and automation of production proc- 
esses and a general improvement in working condi- 
tions there will be a sharp decline in work per- 
formed under difficult and harmful conditions. 
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Ultimately such working conditions will be com- 
pletely eradicated. Thus the total amount of supple- 
mentary payments in the wage fund connected with 
deviations from normal working conditions will un- 
doubtedly be reduced in the near future and, finally; 
will be completely eliminated. But in the immediat 
future the amount of supplementary payments for 
difficult working conditions, where they still re- 
main, should probably be increased rather than de-- 
creased. In view of the general rise in the working; 
people’s standard of living it will undoubtedly be 
necessary to increase the material incentive of 
workers in order to draw them into work under such: 
conditions. 

Differences between the basic rates of piece- 
workers and time-workers are being retained in the 
course of adjusting wages in most branches of in- 
dustry. These differences are set within a range 
of 5 to 10%. At present the establishment of such 
differences stems from the fact that setting work 
standards for time-workers is not properly or- 
ganized, and therefore the labor of the piece-worke: 
is, as a rule, more intensive than that of the time- 
worker. 

In the future, with further progress in the all- 
round mechanization and automation of production 
processes, the proportion of piece-work will gradu- 
ally decline and that of time-work will increase. In 
this connection the setting of work standards for 
time-workers should be greatly improved. It must 
be pointed out that the setting of standards for their 
work is acquiring primary significance and is posec 
as the chief task in this field. Only when it is 
solved will the differences between the basic rates 
of piece-workers and time-workers be eliminated. 
However, for the next few years it is desirable to 
retain the differences between the basic rates of 
piece-workers and time-workers which were es- 
tablished when wages were adjusted. 

In raising the salaries of engineers and techni- 
cians in the low and middle brackets, it will be pos 
sible to further unify the salary schedules and en- 
sure a gradual reduction in their total number. At 
the same time it is apparently impossible just now 
to introduce a uniform salary schedule for en gineel 
and technicians in the entire national economy, for 
this would require a considerable increase in the 
wage fund which would not be connected with a cor- 
responding increase in labor productivity. There- 
fore the task of creating and introducing a uniform 
salary schedule for engineers and technicians in — 
all branches of the national economy can be posed 
only in the future. 2 

_Job classification catalogues for engineers, tech 
nicians and office employees must be compiled in 
the next few years as a decisive basis for this wor. 


i 


OL. IV, NO. 5 


a 49 


vientific principles of distributing the work of engi- 
ers, technicians and employees according to the 
gree of its complexity should be worked out in de- 
il. Only then will it be possible to begin compiling 
ich catalogues. This is a more difficult under- 
King than the compilation of catalogues for workers, 
id we have almost no experience in this matter. 
Insofar as office employees are concerned, it will 
-obably be possible in the near future, when the 
inimum salaries are raised, to shift to a uniform 
ilary schedule for this category of personnel inthe 
tire national economy, inasmuch as the work of 
fice employee does not depend at all, or depends 
ily slightly, on the specific features of the branch 
production. 

In the course of adjusting wages higher regional 
efficients have been established for enterprises, 
4iefly those in heavy industry, which are located 
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in the northern and eastern parts of the country. 
Regional differences in pay are determined first of 
all by differences in the assortment of goods which, 
in the given region, will provide approximately the 
same standard of living for the working people, and 
also by certain differences in the price level. In 
addition, these coefficients are established in the 
northern and eastern areas as a material incentive 
and to retain workers in these areas. 

In the future, the all-round development of the 
branches of the national economy in the northern 
and eastern areas, the extensive use of social funds, 
and the creation first of all of the necessary cul- 
tural and living conditions with these funds, will 
make it possible to equalize living conditions inthe 
various areas of the country and to reduce consid- 


erably inter-regional differences in wages. 
FIR 
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ising Mathematical Models and Electronic Computers in Economic 


lanning Calculations for Wages Income, and Consumption 


A vast program for raising the people’s living 
andards is being implemented in our country. 
ithin the Seven-Year Plan period (1959 to 1965) the 
nsumption fund in the national income of the USSR 
ll increase by approximately 60 billion rubles. 
ants and benefits to be paid from the state budget 
d the funds of enterprises will increase by 14.5 
lion rubles. Additional expenditures connected with 
ducing the length of the working day as well asadjust- 
s wages andraising their minimums will exceed 10 
llion rubles, and the sum to be gained by workers and 
nployees from the abolition of taxes will amount, if 
leulated for 1966, to7.4 billion rublesa year. 

Under these conditions special demands are made 
the economic planning calculations for wages, in- 
me and consumption. Above all, these must have 
high degree of accuracy: the modern scale of pro- 
ction and consumption being what it is, a one per 


nt error in the calculation of the working people’s 


come means hundreds of millions of rubles a year 
e left out of account. 
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Long-range planning calls for a differentiated 
approach to the problems of living standards in or- 
der to gauge the effect of any measure on the in- 
come of low-paid, average and highly-paid groups 
with a view to gradually decreasing the differences 
among these groups in wages, income and consump- 
tion. 

In order to substantiate measures aimed at im- 
proving the working people’s welfare, we must apply 
new planning calculations, such as long-range cal- 
culations on the distribution of workers and employ- 
ees according to wage levels, wage increases of 
low-paid, average and highly-paid groups in connec- 
tion with the abolition of taxes, changes in the mate- 
rial welfare of working people’s families (for dif- 
ferent groups of families) under the Seven-Year 
Plan, etc. 

These techniques, drawing heavily on mathe- 
matics and electronic computers, have been worked 
out at the General Economic Department of the 
State Committee on Labor and Wages of the USSR 
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Council of Ministers and the Department of Living 
Standards of the Research Institute of Labor. The 
methods evolved are suitable for calculating the 
wages, income and consumption of workers and em- 
ployees for the USSR as a whole, as well as for in- 
dividual republics and economic areas, and therefore 
can be used by central agencies as well as the state 
planning committees of republics, economic councils 
and other organizations. 

Long-range calculations of the distribution of 
workers and employees according to wage levels 
with the use of electronic computers. A mathemati- 
cal-economic model has been worked out at the Gen- 
eral Economic Department of the Committee on 
Labor and Wages (1) for long-range calculations of 


the distribution of personnel according to wage levels. 


The model reflects quantitative relationships between 
the terms of payment (basic rates, scales, salary 
schedules, job classifications, bonus systems, etc.) 
on the one hand, and the wages received by individu- 
al groups of workers on the other. Given the con- 
templated terms of payment, the model can be used 
to predict the distribution of workers by wage levels, 
i.e., to determine how many will receive up to 50 
rubles, from 50 to 60, from 60 to 80, from 80 to 100 
rubles a month, etc., after the introduction of the 
new terms of payment. 

The calculations performed with the aid of this 
model reflect the actual process of the formation of 
wages and salaries. For example, piece-workers 
are grouped according to their wages in the follow- 
ing way: first, according to the level of basic rates; 
then, according to their piece-rate earnings, since 
the percentage of fulfillment of output quotas is 
different for each worker; then, according to their 
basic wages with bonuses taken into account, since 
some workers receive various bonuses; and finally, 
according to various other supplements (for night 
shifts, regional extras, etc.). All these factors 
combined furnish a complete picture of the total 
wage distribution of workers. (2) 

To construct the economic-statistical model re- 
quired to solve this problem, we had to analyze the 
interplay of different factors in the distribution of 
workers and employees according to wage levels. 
Special emphasis was placed on the distribution of 
piece-workers according to quota fulfillment, and of 
all workers and employees according to bonuses. 
The investigation was based on the sample survey 
made by the USSR Central Statistical Administration 
of the wages and salaries of workers and engineer- 
ing-technical personnel in March 1956 and March 
1959; other sources used were the data of the in- 
vestigation conducted in October 1934 and data for 
individual enterprises. 

A program for solving the model was prepared 
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for the M-2 Electronic Computer at the Institute c 
Electronic Machinery of the USSR Academy of Sci 
ences. Given the terms of payment, about a millid 
calculations are needed to obtain the contemplatec 
distribution of personnel according to wage levels 
for one industry alone. The need for an electronid 
computer will be clear if we consider the fact that 
conventional desk computer operator performs ap 
proximately 2,000 calculations during his shift. T! 
M-2 Electronic Computer performs these calcula 
tions for a particular industry within 5 or 10 min- 
utes, and the preparation of the initial data, tape 

punching and decoding are a matter of a few hours 

Then we had to check the fitness of the model 
selected. The relevant calculations were performe 
for different industries — ferrous and non-ferrous 
metallurgy, the chemical industry, the cement in-- 
dustry, reinforced concrete production — in which 
wages had been adjusted and records were availak 
on the distribution of workers according to wage 
levels under the new terms of payment. By com- 
paring the distribution according to the data in the 
records and the actual distribution we could detec: 
deviations due to the inaccuracies of the model, 
i.e., failure to take into account certain factors af! 
fecting this distribution. The comparison made fo! 
average wages showed that these data coincided 
fairly closely (deviations equalled less than 0.1%). 
The indices of the calculated and actual distributic 
of workers by wage levels proved to be sufficientl! 
close as well. 

The testing of the model and an analysis of the 
results showed that the model was quite suitable fc 
practical purposes and since 1959 these calculatio 
have been performed systematically with the aid a 
the M-2 Computer. First, the calculations covere 
the branches of industry and construction. They 
helped in providing an interesting analysis of the i 
fluence of particular terms of payment on increas 
in the wages of low-paid, average and highly-paid 
groups of personnel, and on the reduction of differ 
ences in their earnings. This made it possible to 
draw certain conclusions about the adjustment of 
wages in industry and construction and to detect a 
number of deficiencies in the realization of these 
measures, especially as far as quotas and job 
classifications are concerned, and to map out way 
of eliminating these deficiencies at the second sta 
of raising minimum wages (up to 50 to 60 rubles ¢ 
month in the period 1963 to 1965). . 

Summary calculations for all industries and for 
the entire national economy were also performed, 
above all, for the contemplated distribution of 
workers and employees according to wage level 
following the wage adjustment measures. The 
culations showed that the nature of the distribut: 
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uld change significantly when the new payment 
rms had been introduced: the number of low-paid 
rkers would decrease to roughly 1/3 of the for- 

er level, that of average-paid employees would in- 
ease considerably, and that of highly-paid workers 
juld remain more or less the same. These data 
sre used as the basis for planning wages in subse- 
ent years. 

More detailed long-range calculations were per- 
rmed electronically to work out proposals on the 
troduction of minimum wages of 50 to 60 rubles, 

| granting basic wage rate and salary increases to 
ose in the middle brackets, and on further im- 
Ovements in wage systems in the period 1963 to 
65. About ten variants of basic wage rate and 
lary systems for 1963 to 1965 were checked with 

e aid of these calculations; the additional funds 
eded for the contemplated wage and salary rates 
sre determined; it was shown how much the wages 
low-, average- and highly-paid personnel would 
Se in the process; the decline in wage differentials 
nong various groups of workers and employees 

is determined; wage relationships among the vari- 
iS personnel categories were established, etc. As 
result, the variant chosen was the best for the pur- 
ise of raising the minimum and average wages un- 
r the Seven-Year Plan and ensuring a further 
provement in the wage system. These calculations 
sre performed for 1965 for major industries ac- 
rding to the various categories of personnel. 

Of considerable practical importance were the cal- 
lations for the distribution of workers and employ- 
S in the national economy of the USSR according 
wage levels for each year of the Seven-Year Plan 
riod. These calculations were used to determine 

e total amount the state should earmark to defray 

e gradual abolition of taxes on wages and to estab- 
3h what the workers and employees would gain 
\cluding calculations for groups with different 

iges) from these measures in each year of the Sev- 
-Year Plan period. 

Finally, calculations are being performed with 
ectronic computers to substantiate economically 

2 proposals on minimum and average wages and to 
prove the payment systems in the long-range plan. 
Given the payment terms in the program, the con- 
mplated distribution of personnel by wage levels 
determined. If the objective is to determine what 
yment terms (for example, basic rates for the 

‘st grade, wage and salary scales) are needed to 
sure a certain increase in the wages of low-, 
erage- and highly-paid workers, a series of al- 
rnative calculations is performed according to this 
ogram until the results approach the targets as 
ysely as possible. This process requires much 

ne and effort. Nor is it certain that the payment 


terms obtained correspond to the assigned task. 
Therefore we had to construct a model to deter- 
mine directly the basic rates, wage and salary 
scales required for a given distribution of workers 
by wage levels, i.e., for the contemplated increase 
in the wages of low-paid, average and highly-paid 
groups of workers and employees. 

The program for these calculations was prepared 
for the Strela Computer at the Computer Center of 
Moscow University. By using this program the con- 
templated system of basic rates, wage and salary 
scales for the period 1963 to 1965 can be obtained, 
taking into account the increase in minimum wages 
to 50 and 60 rubles a month and the abolition of 
taxes levied on workers and employees. 

The increases in the wages of low-paid, average 
and highly-paid groups of workers in the period 
1959 to 1965 were determined, for this purpose, on 
the basis of the target figures for raising the mini- 
mum and average wages under the Seven-Year Plan 
of economic development. The data obtained were 
used to calculate the approximate distribution of 
workers and employees according to wage levels 
for 1965. On the other hand, tentative figures were 
obtained for the first grade basic rates, wage and 
salary scales which were distributed for all indus- 
tries on a multi-grade grid of rates (salaries) with 
the initial rate of 50 rubles a month and a certain 
inter-grade coefficient, 1.025 for example. The 
contemplated number of piece-workers and time- 
workers, engineering-technical personnel and office 
employees were calculated for each wage grade. 
Provision was also made for distribution of piece- 
workers according to fulfillment of quotas; a dis- 
tribution of workers, engineering-technical person- 
nel and office employees according to bonuses 
received; coefficients for other supplements, re- 
gional coefficients, etc. 

The problem was to select an initial rate (55 
rather than 50 rubles, for example) and an inter- 
grade coefficient (1.023 rather than 1.025, for exam- 
ple) which would make it possible to distribute 
workers according to wage levels as closely to the 
planned assignment as possible. Given the initial 
rate and coefficient, all other basic rates, wage and 
salary scales can be calculated. The technique of 
solving this problem with an electronic computer 
consists of the successive selection of possible var- 
iants of the initial rate and inter-grade coefficient 
until the optimum parameters are found. The proc- 
ess involves about 10 million computing operations. 

At present the calculations for the wage scale 
and salary systems under the long-range plan are 
also being performed according to this program. 
family incomes. Planning the people’s living 
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standards is impossible without studying the mate- 
rial welfare of families. The latter in turn depends, 
first, on the income of the family, and second, on the 
number of its members, with the family’s per capita 
income being the chief index of its material welfare. 
It is vital therefore to reveal first of all the deter- 
minants of the distribution of families by per capita 
income. Low-paid, average and highly-paid family 
groups have different living standards. A major 
task of increasing the Soviet people’s living stand- 
ards is to ensure priority increases in the incomes 
of below-average-level families and a gradual level- 
ling-out of differences between groups of families. 

A scientific approach to planning for higher living 
standards requires that serious attention be paid to 
the effectiveness of each measure from the stand- 
point of its influence on the income of different 
family groups. In addition, the distribution of the 
population’s income determines changes in demand 
and hence in the structure and level of consumption. 

The distribution of families by per capita income 
can be derived with the help of a special model of 
the formation of the working people’s income. The 
model expresses quantitative relationships between 
the factors influencing family-income formation and 
the distributionoffamiliesby per capita income. _ 

A model of this type calls for a thorough analysis 
of family-income formation and the stable relation- 
ships among the factors affecting it. This work was 
conducted at the Living Standards Department of the 
Research Institute of Labor from 1956 to 1959. (3) 
Factors affecting family-income formation were as- 
certained first of all. These include: the wages of 
the principal earner in the family (v); the number of 
subsidiary earners (r); the relationship between the 
wages of the principal and subsidiary earners (6); 
the ratio of other sources of family income (pen- 
sions, grants, scholarships, etc.) to its total wages 
(a); and the number of family members (m). 

The family’s per capita income (h) can be ex- 
pressed by the formula 

pewlt 2 5,) (1 it a) 


m 


If we take the total number of families, each 
parameter assumes a distributive character: the 
distribution of principal earners according to their 
wages, Of families according to the number of sub- 
sidiary earners, etc. Among these distributions 
there are stable quantitative relationships and if we 
know them we can reproduce the over-all pattern of 
family-income formation. To Study these relation- 
ships, the Living Standards Department of the Insti- 
tute of Labor, with the aid of computer stations, 
compiled numerous distribution tables on the basis 
of sample surveys (first, using the data of the All- 
Union Central Council of Trade Unions on the bud- 
gets of 10,000 families, and then, the data of 24,000 
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forms from the investigation of family income and} 
composition conducted by the USSR Central Statis-- 
tical Administration in September 1958). These 
tables’ were used to calculate statistical coefficient 
expressing these relationships and constituting thes 
groundwork for the economic-statistical model of 
income formation. The purpose of the model was 
not merely to recreate the process of income form 
tion for a selected set of families for which the coef: 
ficients are known, but to connect the sample data: 
with indices of over-all calculations of the distribu 
tion of all workers and employees according to wag 
levels, family composition and income, including 
wages and other sources of income. 

The combination of sample and over-all statisti- 
cal data in a single model is the only way of obtain: 
ing a correct picture of family material well-being 
Determining the distribution of families by per cap 
income without such calculations is just about im- - 
possible, since the investigation of the incomes of | 
several scores of millions of families would involv 
very high costs, approximately as great as those in 
curred in an All-Union census. 

Calculations in the model of family-income for- 
mation are as follows: the over-all data on the dis 
tribution of workers and employees according to 
wage levels and the sample coefficients on the shar 
of the principal earners among workers and emplo! 
ees with certain levels of earning are used to ob- 
tain the distributionofprincipalearners according 
to their wage levels. Having obtained these data, 
and using information on the number of families 
with one principal earner and with principal and su 
sidiary earners, as well as on the distribution of 
subsidiary earners by wage levels depending on ths 
wages of the principal earners (from sample data), 
we can group the families according to the total 
wages of the principal and subsidiary earners. Th 
table of sample coefficients determining the ratio 
of total wages to other sources of income is usedt 
group the families according to their total incomes 
introducing the data thus obtained into the table on 
the composition of families according to total in- 
come levels, we can distribute the families ac- 
cording to per capita income, for which purpose th 
total income is divided by the number of members 
of the family in each group. 

Each such distribution obtained at a certain stag 
of the calculating procedure is checked by over-al 
indices, such as the number of workers and em-_ 
ployees, the total wage fund, the total number of 
families and members of each family, and the sum 
of other incomes. Appropriate corrections are in 
troduced as soon as any discrepancies are detecte 
(for example, a distribution of workers and emplo 
ees by wage levels differing from the total wage _ 
fund). As a result the data on the distribution of _ 
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imilies by per capita income are in good agreement 
ith the indices of over-all data. 

About a miliion operations are needed to calculate 
ie family-income formation model. The relevant 
rogram has been drawn up for the Ural-P Electron- 
; Computer to perform these calculations within a 
‘w minutes. 

The model was checked thoroughly before any cal- 
ilations were attempted in this program: the dis- 
‘ibution of 24,000 families by per capita income 
ere calculated and the data thus obtained were com- 
ared with those provided by the investigation forms 
xr these families. Deviations were found to be in- 
ignificant. 

Using an electronic computer a number of inves- 
gations were performed in 1959 and 1960 with the 
id of this model. 

Mention should be made first of all of the calcula- 
on of the actual distribution of workers and em- 
loyees by per capita income for the USSR asa 
hole and for individual republics. So far we have 
>pended for such information either on sample bud- 
st studies (comprising less than 0.1 per cent of all 
:milies of workers and employees) or the survey of 
40,000 families in September 1958 (less than 1 per 
ent of all families of workers and employees). 
Second, a series of calculations was aimed at 
stermining the effectiveness of different measures 
2signed to increase the money earnings of workers 
id employees from the standpoint of their effect on 
ie material welfare of different groups of families. 
ith the aid of this model it was shown how the 
irnings of low-paid, average and highly-paid groups 
families would rise and how the gap between them 
ould change as a result of different measures, viz.: 

(a) the wage adjustments; 

(b) the increase in minimum wages to 50 to 60 
ibles and certain increases in average wage and 
lary rates in 1963 to 1965; 

(c) the abolition of taxes on wages and salaries 
he distribution, over family groups, of the 7.4 
llion rubles earmarked for this measure); 

(d) the increase in old-age pensions and chil- 
‘en’s welfare grants. 

A third set of calculations was undertaken to de- 
rmine future changes in the distribution of fami- 
es by per capita income, chiefly for each year of 
e Seven-Year Plan period, with allowances for 
sing wages, pensions and grants, See family 
ymposition, etc. 

The model makes it possible to Pareuare the for- 
ation of family incomes. In the future the model 
ill take into account real incomes which do not 
sume a money form, such as state grants for edu- 
tion, health protection, housing provisions. There- 
re, the model will have to incorporate indices on 


7 


Ss 


> 


the age composition of each group of families (ac- 
cording to per capita income) and standard rates of 
state benefits according to their respective pur- 
poses (medical treatment, maintenance of children 
in children’s establishments and boarding schools, 
education, etc.) per capita and by age groups. Then 
the model will really be able to exhaustively des- 
cribe the following: 

(a) the formation of total real incomes of all 
families; 

(b) the effectiveness of different measures to ex- 
tend the benefits paid from the social funds (their 
effect on the level of real incomes of family groups, 
in particular, the effect of measures to extend pub- 
lic catering for children, including the reduction or 
abolition of fees for the maintenance of children in 
nurseries, kindergartens, boarding schools and pro- 
longed-day groups at schools); 

(c) the rise in the future of the real incomes of 
low-paid, average and highly-paid families and the 
reduction of differences in their income levels 
stemming from all factors, and the levelling-out of 
the real incomes of different family groups as a 
result of the growth of the social consumption funds. 

It is possible to construct models of the forma- 
tion of family incomes not only for the USSR asa 
whole, but also for the republics and economic 
areas. 

The problem of models of the formation of family 
incomes for collective farmers is still an open ques- 
tion. These models should, of course, take into 
account the specific features of income formation 
in these families. Yet the general pattern can be 
fundamentally the same as for families of workers 
and employees. The chief difficulty in constructing 
these models lies not so much in Setting up their 
pattern as in the selection and processing of the 
initial data. What is needed to overcome this diffi- 
culty is either a special budget study of peasant 
families or a simultaneous registration of their in- 
comes, as was done for the families of workers 
and employees in September 1958. After this model 
has been constructed we will be able to draw up a 
single model of the formation of real income for the 
population of the USSR in terms of social groups. 

Economic-mathematical models for calculating 
the demand and consumption of the working people. 
The model of the formation of the demand and con- 
sumption of workers’ and employees’ families re- 
flects the relationships between family income 
levels and age composition on the one hand, and the 
size and structure of demand and consumption in 
money and in kind on the other. The pattern of the 
model has been worked out and the initial data are 
now being selected. The data used for this selec- 
tion are taken from tables of family expenditures 
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and consumption by groups distributed by per capita 
income and age composition. Such tables are com- 
piled at a computing station on the basis of data on 
family budgets furnished by the USSR Central Sta- 
tistical Administration. (4) Use will also be made 
of the over-all registration data on purchases of 
foodstuffs and manufactured goods, deposits at sav- 
ing banks, and other expenditures in the popula- 
tion’s balance of money incomes and expenditures, 
as well as information on the consumption of par- 
ticular goods calculated from commodity turnover 
indices. 

This model will make it possible to solve the fol- 
lowing range of problems; 

(a) determining long-range changes in the amount 
and structure of family expenditures and consump- 
tion as a result of the rise in family incomes and 
changes in family composition, as well as possible 
changes in the demand of workers and employees 
following different measures to increase their earn- 
ings (for example, changes in demand as a result of 
higher wages for low-paid workers and employees); 

(b) taking into account the demand for individual 
products in regions and cities and hence a better 
distribution of commodity stocks over the country; 

(c) evaluating the effect of measures to develop 
public catering in all forms (including public cater- 
ing at children’s establishments, etc.) on the level 
of family consumption. 

The model of the formation of the population’s ex- 
penditures and consumption will be of great help in 
validating the future budgets of workers’ and em- 
ployees’ families. For this purpose, however, the 
statistical data on the consumption of the population 
obtained via this model must be combined with cer- 
tain standard norms calculated by research institu- 
tions. : 

Scientifically substantiated diet norms and ra- 
tional consumption norms of industrial goods are to 
be used as standard indices. Scientifically based 
diet norms for the USSR as a whole as well as for 
republics and economic regions can be calculated 
with the use of electronic computers, and a special 
program has been drawn up for this purpose at the 
Institute of Electronic Machinery of the USSR Acad- 
emy of Sciences. The program makes it possible to 


select, out of equally desirable combinations of food- 


Stuffs satisfying all requirements of medical sci- 
ence, the most economically rational combination, 
taking into account, first — traditional patterns of 


consumption, second — the possibilities for the pro- 


duction of individual items under the conditions of 
the USSR and, third — current and capital outlays 
needed to undertake this production. This optimum 
combination can be found by the use of linear pro- 
gramming (simplex) methods in approximately 
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one hour’s operation of the M-2 Computer. 

At present the program for such calculations is: 
already beyond the experimental stage. Several 
variants of scientifically substantiated combinatiox 
of foodstuffs for the USSR have been calculated. 
There is also the possibility (and such calculation 
are now being performed experimentally) of using, 
this model to determine retail price ratios of inte 
changeable foodstuffs and to predict changes in de 
mand following price reductions for certain food-- 
stuffs. Finally, it is possible to calculate the rete 
price ratios which will stimulate rational nutritior 
and this will be of value in setting prices of food-- 
stuffs. 

The income, expenditure and consumption mode 
can be combined into a single income and consum; 
tion differentiated balance model. The latter will. 
reveal the over-all effect of each measure designi 
to raise living standards on the income and con- 
sumption of different family groups. This mode, : 
our opinion, will be a major aid in planning living; 
standards. 

Family income and consumption patterns depen 
directly on family composition: the number of 
earners, children, aged, etc. In order to determi 
future changes in family composition we shall nee 
a mathematical model in which family compositio) 
in the years to come would be reflected proceedin 
from demographic data and employment plans. Th 
first step has been taken in this direction: the Coa 
puter Center of the USSR State Economic Council 
has prepared a program for calculating the sex ar 
age composition of the population in the future. T! 
Significance of this model transcends the problem 
under consideration here: it will be able to predi 
the future size and composition of the population 
and reveal the effect on the population of different 
measures (measures to reduce the frequency of il 
ness, to raise maternity benefits, and others). — 

A system of economic-mathematical models fo: 
long-range calculations of the wages, income and 
consumption of the working people. The models 
under consideration are closely interlinked (the 
arrows indicate how the calculations in one mode! 
are used for the calculation in another) as shown 
the diagram on the following page. » 
Let us assume that we have to substantiate the 
plans for raising living standards of workers a 
employees by 1970. Model No. 1 is used to calcu 
late the distribution of workers and employees by 
wage levels in 1970, proceeding from data on _ 
changes in the skill and branch composition of wo 
ers and employees, targets for raising minimum 
wages and the planned payment systems, as well: 
the contemplated growth of earnings stemming 
higher labor productivity. ‘ 
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Model No. 1 


Distribution of workers and 
employees by income level 


Model No. 6 


Over-all differentiated 
balance of income and 
consumption of workers’ 
and employees’ families 


Model No. 3 


Formation of incomes of workers’ and employees’ families — 
distribution of latter by per capita income 


Model No. 4 


Formation of demand 
and consumption of 

workers’ and employ- 
ees’ families 


Model No. 2 


Reproduction of population and 
employment of workers and 
employees 


| Model No. 5 


Determination of scien- 
tifically substantiated 
food consumption norms 


Model No. 7 


Substantiation of contemplated living standards from the 
standpoint of production, labor expenditures and money 


funds 


Model No. 2 for the same year is used to predict 
¢ composition of families: the number of able- 
died workers, including those employed, the num- 
r of members per family, their age composition, etc. 
The results of these two models are introduced as 
itial data (along with indices on the development 
social consumption funds) into Model No. 3. These 
ta serve as the basis for calculating the contem- 
ated distribution of workers’ and employees’ fami- 
Ss in 1970 according to per capita income, inclu- 
ig total income with allowances for state grants. 
The data on the distribution of families by per 
pita income, along with the data on the six andage 
mposition of families for 1970 from Model No. 3, 
e transferred to Model No. 4, which is used to 
edict the demand of families in 1970, as well as 
possible structure and consumption level. 

The long-term data obtained statistically on the 

yd consumption of families are readjusted to allow 
‘the scientifically substantiated diet norms taken 
ym Model No. 5 and rational consumption norms 
manufactured goods. 

The indices of Models Nos. 3 and 4 (after the ad- 
tment) are coordinated ultimately in the over-all 
ferentiated balance model (Model No. 6). 

Finally, the structure and level of consumption 
the broad sense — of the consumption fund) con- 
nplated for 1970 are substantiated in terms of 
yduction, i.e., it is determined which products 
yuld be produced and in what quantities they 
uld be produced to reach the given level of con- 
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sumption (Model No. 7). This can be calculated with 
the model of inter-branch relationships, whichne- 
cessitates the additional incorporation of material 
expenditure coefficients and data on the accumula- 
tion fund. (5) Using the standard norms of labor 
expenditures and money funds, the plans for living 
standards are substantiated in terms of expendi- 
tures of labor and money funds. 

The use of mathematical models and electronic 
computers in economic planning calculations for 
wages, income and consumption shows that each 
model requires extensive economic analysis, taking 
account of all possible changes in all factors and select- 
ing the correct initial data. When the desiredresults 
have been obtained, the economist is confronted withan 
equally formidable problem: interpreting these data 
and coordinating them with other indices. Asarule this 
requires a series of alternative calculations and the se- 
lection of the best variant by means of economic analysis. 

It is clear that the application of mathematical 
models and electronic computers in planning calcu- 
lations, far from reducing the role of economic 
analysis, actually requires a more thorough and ex- 
tensive analytical treatment. 

Footnotes 
(1) The work was done by A. G. Aganbegian, 
L. S. Rzhanitsina, and P. F. Zhelezniak. 

(2) Amore detailed description of the methodology of 

these calculations is given in the articles by A. Aganbe- 


gian in Sotsialisticheskii Trud, 1960, No. 2and1961,No.1. 
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I. DUDINSKI: 


Voprosy Ekonomiki, 1961, No. 


Some Features of the Development of the World Socialist Market 


The constant expansion of cooperation and mutual 
aid among the fraternal socialist countries is a ma- 
jor factor in the development of the world system of 
socialism. “Guided by the principles of complete 
equality, mutual advantage and comradely mutual as- 
sistance,” the Declaration of the Conference of Rep- 
resentatives of Communist and Workers’ Parties 
states, “the socialist states improve their all-round 
economic, political and cultural cooperation, which 
meets the interests of each socialist country as well 
as those of the socialist camp as a whole.” 

Foreign trade plays an essential role in the de- 
velopment of economic cooperation among the social- 
ist countries. All major forms of economic associa- 
tion among the socialist countries — the joint utiliza- 
tion of natural resources, a broader coordination of 
national economic plans, economic specialization and 
cooperation, allocation of credits — lead to the ex- 
pansion of trade among these countries, to the growth 
of the world socialist market, i.e., an inter-state 
sphere of commodity and money relations amongthe 
member countries of the world socialist system. 

The laws of development of this market and the struc- 
tural principles of the socialist countries’ foreign 
trade stem from the nature of the socialist system 

_and the prevalence of the social ownership of the 
means of production in the socialist countries. 

The incentive for development of international 
trade in the world socialist system is not profit, but 
to contribute to the rapid growth of social production 
and to improve the working people’s welfare on this 
basis. Reciprocal trade among the socialist coun- 
tries is subordinated to the same chief objective 
which determine the development of the national econ- 
omy of each socialist country. Organically linked 
with the planned proportional development of the en- 
tire socialist economy, the foreign trade of the so- 
cialist countries helps accelerate their economic 
development and is an important instrument for over- 
coming possible disproportions or “bottle-necks” in 
the economies of individual countries. The develop- 
ment of the world socialist market helps strengthen 
the economies of the socialist countries and expands 
their economic cooperation. 
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Foreign trade assists in the accomplishment of: 
many important tasks of economic development in) 
the socialist countries. Foreign trade is an impo: 
tant factor in the acceleration of the industrializa: 
tion of those countries of socialism which once 
were economically underdeveloped. The expansio 
of foreign trade on the basis of international socia 
ist division of labor enables the socialist countrie 
to obtain deficient raw materials and fuels, in- 
crease their production and thus cut down costs. 

Foreign trade is conducted by the socialist stat: 
in all socialist countries. This makes it possible: 
to subordinate foreign trade to the requirements 
imposed by expanded socialist reproduction and t¢ 
conduct export-import operations with the optimu 
combination of national and international tasks. 4 
the same time the state monopoly of foreign trade 
protects the world socialist market against the un 
predictable fluctuations of the world capitalist ma 
ket. 

Characteristic features of the socialist countri| 
foreign trade are complete equality, mutual benef 
and fraternal assistance in economic developmen: 

The development of the world socialist market 
marked by a steady increase in volume, by planni 
in foreign trade and by the principle of equality in 
commodity exchange. 

The socialist market’s volume of interchange 
has been steadily increasing. This is caused byt! 
fact that the economy of the Soviet Union and Pec 
ple’s Democracies has been developing in accor-: 
dance with the demands of the basic economic lav 
of socialism. The continuous growth of productic 
in all socialist countries ensures a constant expa! 
sion of their trade. The world socialist market 
does not have the marketing difficulties inherent: 
the world capitalist market. The socialist syste1 
solves the problem of sale for each individual cou 
try and for the world socialist system of econom 
as a whole. Difficulties in sale may arise only 
temporarily for individual items and are easily 
surmounted. Nor does the world socialist marke 
ever experience crises or stagnation, characteri 
tic of the foreign trade of the capitalist countries 
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In 1959 the Soviet Union’s foreign trade had in- 
eased more than three times as compared with 

50 and 8.5 times as compared with the prewar 

vel (in comparable prices). In 1959 alone the 
owth of Soviet foreign trade came to Tbillion ru- 
es (in the old prices), which is much more than its 
tire value in 1938 (2.8 billion rubles in comparable 
ices). This quick rate of development has brought 
viet foreign trade from the 16th place it held be- 
re the war to a position among the leaders. The 
lume of Soviet trade with some socialist countries 
S, indeed, reached the level of trade of the most 
onomically developed capitalist countries. Thus, 
ade between the USSR and the GDR was worth 7.7 
lion rubles in 1959, which is more than the trade 
tween the USA and the FRG and not much less than 
at between the USA and Great Britain. 

As compared with 1950, Poland’s foreign trade 

d increased two times by 1959, Czechoslovakia’s 
d Hungary’s approximately 1.5 times, Bulgaria’s 
Ire than 4 times, the GDR’s nearly 5 times, etc. 
1958 the foreign trade of the Chinese People’s 
public was three times the 1950 level. 

Reciprocal trade accounts for the bulk of the so- 
alist countries’ foreign trade. Thus, in 1959 it 
counted for 70% of the total volume of their for- 
zn trade. The large proportion of reciprocaltrade 
the total foreign trade of the socialist countries 
flects the development of economic cooperations 
10ng these countries. However, the figures cited 
jicate also that the reactionary circles of some 
2stern countries have been deliberately interfering 
th the development of normal, mutually profitable, 
ade between the socialist and capitalist countries. 
iis manifestation of the “cold war,” and * the posi- 
ns of strength policy” is in evidence even today, 
ugh it is clear that the discriminatory policy has 
omeranged on its initiators and is actually dama- 
ig the economies of some capitalist countries. 
for the socialist states, their national economy 
rapidly developing, regardless of the state oftheir 
onomic relations with the countries of the capital- 
world. 

The growth of the socialist countries’ reciprocal 
ide reflects the process of continuous development 
d deepening of the division of labor among these 
untries through the coordination of economic plans, 
onomic specialization and cooperation within the 
imework of the world socialist system. The 
claration of the Conference of Representatives of 
» Communist and Workers’ Parties emphasizes 

» vital importance of steadily improving the inter- 
‘ional division of labor for the development of the 
rld economic system of socialism. The deeper 

, division of labor, the larger is the share of 

put which goes into reciprocal trade. 


“4 
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Foreign trade, in turn, is conducive to the develop- 
ment of interstate specialization and cooperation in 
production in individual countries. Suffice it to in- 
dicate the continuously broadening range of goods 
entering into reciprocal trade. 

The range of machine-tools, machinery and equip- 
ment exported by the Soviet Union, Czechoslovakia, 
the GDR, Poland and other socialist countries for 
different economic branches has been expanding es- 
pecially rapidly. Through the medium of foreign 
trade, these countries are exchanging their latest 
machinery and equipment on an ever wider scale, 
accelerating thereby their technological progress. 
In particular, the world socialist market deals with 
increasing quantities of equipment for industrial 
and research atomic installations, various electron- 
ic equipment, modern control and measurement 
equipment, devices for automated control of produc- 
tion processes, computer machines, etc. 

The growing trade in machinery, equipment, 
chemical products and raw materials is an indica- 
tion of heavier investment of capital in different 
economic branches, larger production capacities 
and higher output in the socialist countries. This 
broadens the export possibilities of each country 
and creates the basis for a subsequent growth of 
imports. It is also noteworthy that foodstuffs and 
products of light industry are entering the world so- 
cialist market in an ever greater variety, and that 
their quality is steadily improving. This promotes 
a more complete satisfaction of the needs of the 
peoples of the fraternal countries. 

It should be noted that though the volume of for- 
eign trade is rapidly growing in all socialist coun- 
tries, there are still differences among them in 
per capita volume of foreign trade. These differ- 
ences reflect varying degrees of the socalist coun- 
tries’ participation in the international division of 
labor, which is attributable, to a certain extent, to 
the characteristics of the structures of their respec- 
tive economies. On the other hand, it is perfectly 
obvious that many countries fail to make full use 
of the advantages accruing from the international 
socialist division of labor and the world socialist 
market for the development of socialist production. 
Vast potentialities for expanding reciprocal trade 
are still latent in the socialist economies. 

It is for this reason that the Communist and 
Workers’ Parties of the fraternal countries pay so 
much attention to the maximum expansion of foreign 
trade through higher production specialization, mu- 
tual credits, a better clearing house system, etc. 
The development plans of the USSR and People’s 
Democracies provide for a considerable growth of 
reciprocal trade. Under the Seven-Year Pian of 
economic development of the USSR, its trade with 
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the other socialist countries is to increase more 
than 1.5 times by 1965. Experience indicates that, 
actually, Soviet foreign trade shows rates of growth 
far exceeding those specified in the plans. 

All member countries of the Council of Mutual 
Economic Aid are contemplating an increase in re- 
ciprocal trade from 1959 to 1965 of roughly 1.7 


times, on the basis of bilaterally-conducted trade ne- 


gotiations. 

Another characteristic aspect of the world social- 
ist market is the development of the trade of the 
countries of the socialist camp on a planned basis. 
The state economic plans of the Soviet Union and 
People’s Democracies incorporate plans for foreign 
trade, realized under trade agreements between the 
socialist countries. Even prior to the coordination 
of the production plans of the socialist countries, the 
law of reciprocal trade as a law of the entire world 
socialist economic system. In contrast to the anar- 
chy and unpredictable conjunctural fluctuations in- 


herent in the foreign trade of the capitalist countries, 


trade in the world socialist market develops in con- 
formity with the requirements of the planned econ- 
omy of the socialist-camp countries, and serves as 
a major instrument in the coordination of their eco- 
nomic plans. As this coordination became more and 
more direct, the development of the socialist coun- 
tries’ trade took on a more planned character. 
Extensive work on preparing and concluding re- 

ciprocal trade agreements covering the period up to 


1965 was carried on in the Soviet Union and People’s 


Democracies early in 1960. The Soviet Union has 
already concluded five-year trade agreements with 
Poland, Czechoslovakia, the GDR, Hungary and 
several other People’s Democracies. The charac- 
teristic feature of the new trade agreements is that 
they reflect the work done on coordinating the so- 
cialist countries’ economic plans. Thus, trade on 
the world socialist market depends on the direct co- 
ordination of the economic plans of the fraternal 
countries. 

In order to contribute to the development of the 
ferrous metal industry in the European People’s 
Democracies, the Soviet Union will increase signifi- 
cantly the deliveries of iron ore, coke and manga- 
nese ore to these countries. The export of oil, pig 
iron, rolled ferrous metals and pipes, aluminium 
and saw-timber, as well as different industrial 
equipment, from the USSR to the fraternal countries 
is being expanded. Thus, from 1961 to 1965 the 
USSR will deliver to Czechoslovakia 38 million tons 
of iron ore and 680,000 tons of manganese ore, 22 


million tons of oil, 8.5 million tons of coal, 1,180,000 


tons of apatite concentrate, and so on. The deliver- 
ies of Soviet machines and equipment to Czechoslo- 
vakia will increase significantly. The Soviet Union 
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will deliver 15,000 tractors, 1,240 excavators, 
equipment for a high voltage transmission line to: 
connect Rumania and Czechoslovakia, equipment f 
the textile industry, and so on. Asin previous yea: 
the USSR will supply grain and other foodstuffs to 
Czechoslovakia. 

The European People’s Democracies, for their 
part, will expand their exports to the USSR of ma: 
chines and equipment, chemicals, consumer goodi’ 
and foodstuffs. 

Among the socialist countries’ exports and im- 
ports increasing substantially in general, recipro 
cal trade in those goods which involve realizations 
interstate specialization will be growing at an es- 
pecially rapid pace. Thus, the agreement betwee 
the USSR and the GDR specifies that in 1965 the 
GDR’s deliveries of chemical equipment to the US‘ 
will be nearly three times their 1959 volume, of n 
frigerator trains two times, of rolling equipment | 
1.8 times, and of computing machinery 4.3 times... 
The USSR will increase the export to the GDR of 
certain metal cutting machine-tools, heavy-duty di 
sel locomotives, metallurgical equipment and oth 
engineering products. Within the same period, 
Czechoslovakia will increase its exports to the 
USSR of electric locomotives by 2.5 times, specia 
and multi-purpose machine-tools by 4 times, cher 
ical equipment by more than 3 times, and equipmi 
for the textile, footwear, leather and knitted-wean 
industries by 4times. The USSR for its part, wil 
Sharply increase its deliveries to Czechoslovakia! 
of coal combines, coal-cutting machines and cer- 
tain types of metal working and forge-press equif 
ment. 

A characteristic feature of the world socialist 
market is the just, mutually advantageous inter- 
change of goods between the socialist countries, 
adequately reflecting the relations between the 
values exchanged. The exchange of goods on the 
world socialist market is based on fair uniform 
prices which take account of the interests of the 
countries concerned and conform to the require- 
ments of the law of value. The operation of this 
law, however, is limited in the trade between soc 
ist countries. There is neither “free play” of © 
prices, nor petty merchantilism and commercial 
excitement, or non-equivalent exchange characte! 
tic of the capitalist countries’ trade. Commoditie 
moving on the world socialist market are, by thei 
nature, free from the antagonistic contradictions 
capitalist commodities; there is no competition, r 
are there crises and recessions. This is not to § 
that no complex problems arise as the world so- 
Cialist market expands. There can be tempore 
disproportions on this market, caused, for exam- 
ple, by inadequacies in coordinating the economil 
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ans of the socialist states. But such dispropor- 
ms are of a partial and temporary nature. These 
e the difficulties of growth, and not of decline. 

ey are fully overcome as the socialist system of 
Onomy develops. 

The operation of the law of value in the world so- 
alist market differs from its operation within in- 
vidual socialist countries. In these the national 
lue of a commodity is basic to its price. On the 
rid socialist market the international value of a 
mmodity becomes a decisive factor in establishing 
} price. It is the difference in national levels of 
90r productivity that is responsible for a discrep- 
cy between the national value of a commodity and 
} international value, the latter being determined 
the conditions of production in a country or a 
oup of countries supplying the bulk of the goods in 
estion to the socialist market. 

At present the prices of a given commodity on the 
incipal world markets are taken by the socialist 
untries as the basis for establishing the prices in 
sir trade. These prices are not transferred auto- 
atically, though. Prices on the capitalist market 
e subject to speculative fluctuations which have 
thing to do with any changes in the conditions of 
oduction (creation of strategic stockpiles, war- 
lationary spirals, dumping, and so on). Theprice 
ictuations resulting from the inherent defects of 

2 capitalist economy do not affect the trade rela- 
ns among the socialist countries. There are no 
predictable price fluctuations in their reciprocal 
ude. Prices here are established for a long peri- 
, and they remain stable. 

A major aspect of price formation on the world 
cialist market is the principle of uniformity of 
ices. A commodity may fetch different prices on 
> world capitalist market. On the socialist mar- 
L, aS a rule, one price is established for a com- 
y\dity, and this price may only be differentiated to 
ow for transport costs and quality. 

Viewing the matter in perspective, we believe that 
» socialist camp will gradually go over to its own 
ice basis in its trade. The objective prerequisites 
- this transition, which are being created in the 
gressive movement arising in the world socialist 
stem, are the growing economic power of the so- 
list system, rising labor productivity and di- 
nishing production costs in the socialist countries, 
adualy levelling out of the economic development 
these countries, and the increasing weight of the 
viet Union and People’s Democracies in interna- 
nal trade. 

[he transition of the socialist countries to their 

1 price basis will have great significance for 
sater development of economic cooperation. It 

1 increase the role of the socialist market in 


<e 
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world trade and consolidate the international eco- 
nomic positions of the world system of socialism 
even more. 

The formation of the socialist market’s price 
basis confronts the economists of the socialist coun- 
tries with major problems. They must study a vast 
amount of factual data on the cost accounting sys- 
tems adopted in the socialist countries, the labor 
productivity levels attained, and the principles and 
methods of price formation in the internal markets 
of the socialist countries. Systematized and gen- 
eralized, these data will help in the search for ways 
and means to enable the socialist countries to go 
over to their own price basis in reciprocal trade. 

The profitability of foreign trade in the narrow 
sense of the word can, in our view, be determined 
for each particular country by comparing (under 
some accepted method) the amount of socially neces- 
sary labor expended on the production of exports 
with that quantity of labor which is contained in the 
corresponding import production. Because of the 
difficulties comparisons of this kind involve, the 
existing indices of the profitability of foreign trade 
give only a rough idea of the gains or losses from 
foreign trade. These indices cannot, by their na- 
ture, reflect adequately all the advantages accruing 
from the international socialist division of labor. 
This by no means implies that the significance of a 
more accurate calculation of the profitability of 
foreign trade in the narrow sense ofthe word should 
be underestimated. At the same time, we can now 
refer to the profitability of the socialist countries’ 
foreign trade in the broad sense of the word, i.e., 
the profitability determined by the entire pattern 
of economic gains derived from the reciprocaltrade 
of the countries concerned. Profitability in the 
broad sense of the word is determined, apart from 
the exchange effectiveness of foreign trade (the 
amount of the foreign payments received for the ex- 
ports as related to the national costs of the produc- 
tion of the commodities in question), by the social- 
ist accumulation funds released owing to foreign 
trade and used for accelerating the pace of expanded 
reproduction, as well as by the reduction of the pro- 
duction costs, due to exports and imports, of na- 
tionally produced commodities, the acceleration, 
due to the same causes, of technological progress 
and the expansion of individual branches of produc- 
tion, new revenues in the state budget due to the 
sale of imports on the home market, and so on. 

One of the most important and complicated prob- 
lems involved in the development of the world so- 
cialist market is to find the correct means of com- 
bining the international division of labor and the 
profitability of foreign trade for each socialist coun- 
try. In plan coordination, therefore, due allowances 
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should be made for the price levels of specialized 
goods. Commodity prices should stimulate rational 
international specialization of production. 

Payments between the fraternal countries are an- 
other sphere embraced by relations of cooperation 
and mutual aid on the world socialist market. They 
are based on planning, just as are other fields of 
economic association among the socialist countries. 
The organization of international payments is 
directed towards stimulating the development of eco- 
nomic ties among the socialist countries, and to- 
wards securing regular and timely payment for com- 
modities and for other operations. The clearing 
system used by the socialist countries is a major in- 
strument for the planned coordination of the develop- 
ment of their economies and foreign trade. 

Bilateral clearing covers the bulk of the goods in 
trade, largely because most of the trade on the world 
socialist market is handled under bilateral agree- 
ments. Multilateral clearing is also used. Underthe 
latter system, it is sufficient to equalize the exports 
and imports of a given country in its relations with 
all countries covered by the multilateral clearing. 
This system offers additional possibilities for ex- 
tending trade among the socialist countries. Based 
on planned economic proportions, it works towards 
balancing the reciprocal payments of the socialist 
countries over long periods. 

A major, positive role in consolidating the pay- 
ments system among the socialist countries will be 
played by the higher exchange rate and gold content 
of the Soviet ruble. The new rate will help the so- 
cialist countries in their joint measures to improve 
this system. The world’s most stable and reliable 
currency, the ruble, is used as the basis for cur- 
rency payments among the socialist-camp countries. 

Many-sided coordination of the socialist countries’ 
economic plans and the resulting measures to spe- 
cialize and cooperate in production augment the role 
of multilateral clearing. As we see it, the latter will 
gradually rise in importance in the payment relation- 
ships among the socialist countries. 

As is indicated in the Declaration of the Confer- 
ence of Representatives of the Communist and Work- 
ers’ Parties: “The experience of the development 
of the socialist countries furnishes more evidence 
that mutual assistance and support, as well as the 
utilization of all advantages that can be derived from 
the unity and solidarity of the countries of the so- 
cialist camp, are the most important international 
conditions for their achievements and successes.” 
The world socialist market is of major importance 
for intensifying the economic cooperation and mutual 
aid of these countries. This market is important in 
the development of the national economy of each so- 
cialist country. Owing to the vast natural resources 
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of the socialist countries, their industrial powers 
developed agriculture, the world socialist system 
possesses everything necessary for the normal e| 
nomic development of each member country. 
Through the medium of the world socialist marke 
these countries can exchange material values cor 
tributing to the rapid growth of their productive 
forces. 

The Soviet Union occupies the leading place int 
world socialist market. It accounts for more tha: 
one-third of the trade of this market. 

Trade with the Soviet Union enables the People: 
Democracies to receive the imports vital for the: 
development of the key branches of their econom: 
Suffice it to say that the Soviet Union’s share int 
imports of the European People’s Democracies hi 
in recent years amounted to roughly 27% for ma-: 
chinery and equipment, about 75% for iron ore, 84 
for pig iron, nearly 60% for non-ferrous metals, | 
97% for oil, roughly 59% for oil products, morethk 
60% for saw-timber, about 67% for cotton and to 
nearly 84% for cereals. Of special importance a: 
the deliveries of integrated equipment sets from | 
the USSR to other socialist countries for equippin 
major industrial enterprises. The USSR delivers 
first-class integrated equipment sets to the Peo- 
ple’s Democracies and renders scientific and tec 
nical assistance to these countries in the constru 
tion of more than 620 major industrial enterprise 
and 190 separate shops and installations. 

As for the Soviet Union, its trade with the Peo- 
ple’s Democracies helps it to solve major econo1 
problems and, in particular, contributes to a high 
rate of development of a number of major industi 
branches, a strengthening of its supply of raw mz 
rials and larger stocks of consumer goods. 

The People’s Republic of China bulks large on 
world socialist market. Accounting for roughly ¢ 
sixth of the socialist countries’ reciprocal trade, 
China is the largest exporter of a number of maj! 
industrial and agricultural raw materials, as wel 
aS many consumer goods. As its socialist indus- 
trialization advances, China expands the export ¢ 
machine tools and equipment at a steady pace — 
chiefly to the Asian People’s Democracies. Be- 
sides, China is the largest importer of industrial 
equipment for many of the industrial enterprises 
under construction in the country. Finally, Chin: 
imports large quantities of oil and oil prodieea 
well as ferrous rolled metal. 

The German Democratic Republic accounted fc 
over 14% of all reciprocal trade among the socia 
countries in 1958. The peculiarities of the econ 
ic structure of the GDR, a highly developed indu 
trial country with inadequate sources of raw 
rials, determines the composition of its foreign 
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ide. The GDR is the largest exporter of industrial 
ods, primarily machinery and equipment, and an 
porter of a great variety of industrial raw mate- 
ils, fuel and certain foodstuffs. Machine-building 
counts for more than one-half of the GDR’s ex- 
rts. Due to its growing machine building and im- 
sving technical standards, the Republic is able to 
srease significantly the export of integrated equip- 
nt sets, including those for power stations, cement 
lls, installations for manufacturing pre-stressed 
inforced concrete, textile factories, glass factories 
d sugar refineries. The chemical industry bulks 
‘ge in the GDR’s exports. Four-fifths of the GDR’s 
ports are raw materials, semi-finished products 

1 foodstuffs. 

Czechoslovakia, which accounted for about 12% of 

> socialist market’s reciprocal trade in 1958, has 
oreign trade structure similar to the GDR toa 
rtain extent. Machinery and equipment are Czech- 
lovakia’s staple exports. These goods account for 
er 40% ofthe country’s total. In the export of 

tal working machine-tools Czechoslovakia holds 

2 fifth place in the world (following the USA, the 
1G, Britain and Switzerland). Czechoslovakia also 
ports metallurgical and electrical equipment. In 
cent years the country has substantially increased 
> export of integrated equipment sets for metal- 
‘gical enterprises, electric power stations, chem- 
1 works, concentrating mills and machine-building 
ints, as well as enterprises of the light and food 
lustries. Czechoslovakia is also a large exporter 
coal, coke, rolled ferrous metal and some other 
ds of raw materials which account for over 30% 
the total value of its exports. Consumer goods 

2a significant item, accounting for about one- 

+h of the total value of its exports. About four- 

hs of the country’s imports are industrial raw 
terials, fuels and foodstuffs. 

oland’s share in the world’s socialist market is 
ghly one-tenth. Coal is Poland’s chief export. 

1, raw materials and building materials account 
-more than 50% of the country’s exports. In re- 

tt years the share of these goods has been steadily 
reasing as a result of the rapid growth of the ex- 
‘t of machinery and equipment (accounting for 

5% of the total 1959 export value). The relative 
re of the export of foodstuffs has been also been 
reasing. Poland imports manganese and chro- 

m ore, nickel, tin, cotton, iron ore, wool and 

y kinds of machinery and equipment. 

umania’s chief exports to the fraternal countries 
oil products, saw-timber, cement, soda, man- 
ese ores, zinc, and foodstuffs. Of appreciable 
ortance in recent years have been machinery and 
ipment (oil equipment, ships, electric equipment 
agricultural inpehineny): The major papoxt® 


are machinery and equipment (one-fifth of the total 
value of the imports), metallurgical coke, iron ore, 
rolled ferrous metals, copper, aluminium, mineral 
fertilizers, cotton and some consumer goods. 

Manufactured goods account for more than one- 
half of Hungary’s exports at present. Hungary pro- 
vides the world socialist market with Diesel elec- 
tric trains, ships, tractors and motorcars. In 
recent years Hungary has rapidly been increasing 
the export of precision engineering products, com- 
munication facilities and measurement instruments. 
Hungary has begun to export aluminum, apart from 
bauxites, and continues to export large quantities 
of livestock products, fabrics, footwear and other 
consumer goods. Fuel, raw materials and building 
materials accounted for over 70% of the country’s 
imports in 1958. 

Bulgaria’s staple export is its agricultural 
produce, exported now not as raw materials, but 
primarily as semi-finished or finished products. 
Products of the mining industry and of the non- 
ferrous metals industry that has sprung up on its 
basis, as well as machinery, equipment and manu- 
factured consumer goods, have been increasingly 
important in the country’s exports. As for imports, 
machinery and equipment, industrial raw materials 
and some consumer goods top the list at present. 

Albania has been exporting mining and agricul- 
tural products in increasing quantities. Oil, bitu- 
men, chromium ore and tobacco account for roughly 
three-fourths of the country’s exports. Albania im- 
ports machinery and equipment for building its 
national industries. 

The Mongolian People’s Republic is a large 
exporter of livestock products and an importer of 
various finished products. 

The Korean People’s Democratic Republic ex- 
ports products of its ferrous and non-ferrous metals 
and extractive industries to the socialist countries, 
and imports various kinds of equipment, oil prod- 
ucts and consumers goods. 

The Democratic Republic of Viet-Nam delivers 
agricultural produce, minerals and products of light 
industry to the world socialist camp, and imports 
manufactured goods. 

It should be noted that the composition of trade on 
the world socialist market is constantly changing as 
a result of changing export possibilities and import 
requirements of the countries concerned. Under- 
lying these changes are the profound shifts in the 
economies of the socialist countries as a result of 
the creation of the material-technical base for 
socialism and communism. 

The growing export of equipment, as a result of 
the development of machine-building in the respec- 
tive countries and gradually intensified international 
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specialization and cooperation in this branch, is a 
characteristic feature of the socialist countries’ 
foreign trade. Concurrently, the export of foodstuffs 
and agricultural raw materials is substantially de- 
creasing in a number of countries, due to the growth 
of internal consumption and the relative lag in the 
pace of agricultural development which has oc- 
curred. 

The import of equipment to those People’s De- 
mocracies which used to be backward economically 
has considerably increased as compared with the 
pre-war volume. Simultaneously, the industrially de- 
veloped countries are increasing the import of equip- 
ment as a result of the development of international 
specialization and the expansion of capital invest- 
ment. 

The socialist countries are importing significantly 
more foodstuffs as compared with the pre-war vol- 
ume, but in recent years there has been a tendency 
towards a decrease of these imports owing to the 
progress in agricultural production. Another trend 
in recent years is the growing import of manufac- 
tured consumer goods. 

What changes can be expected in the structure of 
trade on the world socialist market? There is no 
doubt that trade among the socialist countries will 
continue to expand, chiefly due to the growing inter- 
change of equipment, chemical products and major 
raw materials. It can be assumed, that agricultural 
progress in the fraternal countries will reduce the 
trade in cereals. It is equally obvious that the so- 
cialist countries will be expanding the import of 
consumer goods. The range of goods moving on the 
world socialist market is expected to broaden con- 
stantly. 

The expansion and improvement of production in 
the socialist countries, as well as the further de- 
velopment of cooperation among them, will open up 
new channels for trade on the world socialist mar- 
ket. Thus, the development of the ores of the Kursk 
Magnetic Anomaly and the creation of new large in- 
dustrial and power centers in the west of the USSR 
will intensify the trade between the western areas 
of the USSR and the European People’s Democracies. 

The levelling out of labor productivity in the dif- 
ferent socialits countries will encourage the expan- 
sion and diversification of reciprocal trade. The 
development of the world socialist market will be 
stimulated if scientifically substantiated indices of 


A. AGANBEGIAN (continued From Page 55) 

(3) See the monograph it prepared, Voprosy Truda, 
Part IV, Profizdat, 1959, and Metodologicheskie 
voprosy izucheniia urovnia zhizni trudiashchikhsia 
edited by I. Iu. Pisarev, Sotsekgiz, 1959. 

(4) After statistical collation and grouping the 
budget data must be processed analytically. A spe- 
cial program for an electronic computer has been 
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the effectiveness of economic interchange of goods: 
have been worked out and the system of reciprocal, 
payments perfected. 

The world socialist market exists alongside the 
world capitalist market at the present stage of his- 
torical development. 

The principle of peaceful coexistence, realized kb 
the socialist and many other countries, presuppose 
extensive economic ties between the countries be-' 
longing to the two different markets. These ties 
exist, and are developing, despite all artificial bar: 
riers. The socialist states are working for condi-. 
tions facilitating the mutually advantageous ex- 
change of goods among all countries. In their 
economic intercourse with the capitalist countries : 
the socialist states defend the principles of equality 
mutual respect and mutual advantage. It is the in- 
terconnection of the two world markets that fur- 
nishes one of the principal media through which the 
socialist system can influence its capitalist counte 
part. By establisiiing fair prices for their goods 
and avoiding participation in cartel collusions and 
speculations, the socialist countries contribute, 
within certain limits, to more correct price propo: 
tions on the world capitalist market. The trade 
policy conducted by the socialist countries curbs th 
monopolies’ tendency to artifically force up prices 
for certain industrial goods and reduce prices for ' 
the raw materials expected by the economically 
under-developed countries. 

The continuous growth of production and the im- 
provement of the working people’s living standards 
in the socialist countries are augmenting the expo1 
possibilities and import requirements of the Sovie: 
Union and the People’s Democracies, and are in- 
creasing the possibilities for mutually profitable 
trade with the capitalist countries. The economic’ 
basis for the peaceful coexistence of the two world 
systems becomes more reliable thereby. Pros- 
pects of more trade and other forms of economic 
cooperation between the socialist countries and thi 
young national states which have recently become 
independent and struck out on their own are especi 
ally favorable. Both groups of countries are unite 
by their community of interests against the igno- 
minous system of colonialism, for broader internz 
tional cooperation, and the consistent realization ¢ 


the principles of peaceful coexistence. » 
4K . 


drawn up at the Institute of Economics of the Aca¢ 
emy of Sciences of the Armenian Republic to de 
mine the consumption of individual ieee 
according to age groups. 
(5) For a more detailed treatment of a model of 
branch relationships see thearticles by V. Nemchit 
Berriand A. Efimov in Planovoe Khoziaistvo, 196 


